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BEA has developed experimental estimates of real gross product of majority-
owned foreign affiliates in manufacturing for 1982—94. These estimates are more
useful than the current-dollar estimates for comparisons over time or across
countries because they exclude changes in value that arise from movements in
prices or exchange rates. As might be expected, removing the effects of changes
in prices and exchange rates produces a gross product series that is generally
both slower growing and less volatile than the current-dollar series. The new,
experimental estimates are largely based on a newly developed procedure that
uses “purchasing-power-parity” exchange rates to construct estimates for a base
year and then constructs the estimates for other years by extrapolating the base-
year estimates with chain-weighted Fisher quantity indexes similar to those used
by BEA to estimate changes in U.S. gross domestic product.
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1 Business Situation

Real GDP increased 3.8 percent in the fourth quarter of 1996, up from a 2.1-
percent increase in the third quarter. Real GNP increased 4.2 percent in the fourth
quarter. Corporate profits decreased $7.1 billion, in contrast to a $5.4 billion
increase in the third quarter; profits of domestic financial corporations decreased
much more in the fourth quarter than in the third, and profits of domestic
nonfinancial corporations decreased after increasing. In the fourth quarter, the
Federal Government current deficit decreased $14.9 billion, to $105.9 billion, the
smallest deficit since the third quarter of 1989; the State and local government
surplus increased $1.7 billion, to $90.9 billion.

18 U.S. International Transactions, Fourth Quarter and Year 1996

In the fourth quarter of 1996, the U.S. current-account deficit decreased $6.5
billion, to $41.4 billion; the deficits on goods and services and on investment
income decreased, while net unilateral transfers increased. In the capital account,
net recorded inflows were $68.0 billion in the fourth quarter, $1.7 billion lower
than in the third. For the year 1996, the current-account deficit increased $16.9
billion, to $165.1 billion; the deficits on goods and services and on investment
income increased, and net unilateral transfers increased. In the capital account,
net recorded inflows were $218.2 billion in 1996, $101.6 billion higher than in 1995.
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LOOKING AHEAD

In the May Survey, BEA will publish the
following N1pA and wealth estimates that reflect the completion of the most recent
comprehensive revision of the n1pa’s: |Revised N1PA summary estimates for 1929—96,
revised estimates of reproducible tangible wealth for 1929—95, and |newly available and
revised N1pA estimates of selected series for 1991—96.| For more information, see the box
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BUSINESS

HE “FINAL” estimate of growth in real gross
T domestic product (Gpp) for the fourth quar-
ter of 1996 is 3.8 percent, 0.1 percentage point lower
than the “preliminary” estimate reported in the
March “Business Situation” (table 1 and chart1);
for 1981—96, the average revision from the prelim-
inary to the final estimate, without regard to sign,
was 0.3 percentage point.'

1. Quarterly estimates in the national income and product accounts are
expressed at seasonally adjusted annual rates, and quarter-to-quarter dollar

Table 1.—Revisions to Real Gross Domestic Product and Prices,

Fourth Quarter 1996

[Seasonally adjusted at annual rates]

Percent change from | Final estimate minus
preceding quarter preliminary estimate
Billions of
Preliminary Final Pe;c%nt- chained
estimate | estimate o?nts (1992)
P dollars
Gross domestic product 39 3.8 -0.1 -0.8
Less: Exports of goods and services 24.8 25.0 2 4
Goods ....... 311 30.7 -4 -5
Services ... 9.1 10.8 17 .8
Plus: Imports of goods and services . 3.8 33 -5 -12
Goods ....... 34 35 1 1
Services ... 5.8 23 -35 -1.2
Equals: Gross domestic purchases ... 17 16 -1 =23
Personal consumption expenditures .. 34 34 0 -8
Durable goods ........ 4.1 5.0 9 13
Nondurable goods 14 18 A4 1.2
Services ... 43 3.8 -5 =31
Fixed investment .. 38 35 -3 -9
Nonresidential .. . . 2
Structures 3
Producers’ du -1
Residential .........ccccoervirerniinns -1.0
Change in business inventories . 9
Nonfarm ... 9
Farm 1
Government consumption expenditures and gross
investment ... -4 -9 -5 -14
Federal ......... -4.9 -5.3 -4 -5
National defense -7.1 -6.9 2 2
Nondefense ..... -6 =21 -15 -6
State and local ... 24 19 -5 -1.0
Addenda:
Final sales of domestic Product ..........ccccocvveerrineereeenernieneens 5.0 49 -1
Gross domestic purchases price index (chain-type weights) 25 2.6 1
GDP price index (chain-type Weights) L ........cccveervrverrirerenns 18 19 1

1. Based on chained (1992) weights.

Note.—The final estimates for the fourth quarter of 1996 incorporate the following revised or additional major source data that

were not available when the preliminary estimates were prepared.
Personal consumption expenditures: Revised retail sales for December.

Nonresidential fixed investment: Revised construction put in place for November and December and revised manufacturers’ ship-

ments of machinery and equipment for December.
Residential fixed investment: Revised construction put in place for November and December.
Change in business inventories: Revised manufacturing and trade inventories for November and December.

Exports and imports of goods and services: Revised exports and imports of goods for December and revised balance of payments

data on exports and imports of services for the fourth quarter.

Government consumption expenditures and gross investment: Revised State and local construction put in place for November

and December.

Wages and salaries: Revised employment, average hourly earnings, and average weekly hours for December.

GDP prices: Revised values and quantities of petroleum imports for December and revised prices of single-family homes under
construction for the fourth quarter.

SITUATION

The general picture of the economy that is indi-
cated by the final estimates is little changed from
that shown in the preliminary estimates. Gpp in-
creased more in the fourth quarter than in the
third, and the larger increase was more than ac-
counted for by exports and consumer spending.
Exports increased sharply in the fourth quarter af-
ter decreasing slightly in the third, and consumer
spending increased much more in the fourth quar-
ter than in the third. Inaddition, importsincreased
less in the fourth quarter than in the third, and
residential investment decreased less in the fourth
quarter than in the third. In contrast, inventory
investment decreased in the fourth quarter after
increasing in the third, nonresidential fixed invest-
mentincreased less in the fourth quarter than in the
third, and government spending decreased slightly
more in the fourth quarter than in the third.

Revisions to the components of Gpp were small.
The largest revision was a $3.1 billion down-
ward revision to consumer spending for services,

changes are differences between these estimates. Quarter-to-quarter percent
changes are annualized and are calculated from unrounded data. Real estimates
are expressed in chained (1992) dollars, and price indexes are chain-type indexes.

CHART 1

Selected Product Measures:
Change From Preceding Quarter

Percent
10
REAL GROSS DOMESTIC PRODUCT
5
0 ,lll;llll\_-l_;llll
-5 \ \ \
10
REAL GROSS NATIONAL PRODUCT
5 Ona Command-Basis\
5 \ \ \

1993 1994 1995 1996

Note.—Percent change at annual rate from preceding quarter;
based on seasonally adjusted estimates.

U.S. Department of Commerce, Bureau of Economic Analysis
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which primarily reflected newly available trade
association data for November.

Real final sales of domestic product increased
4.9 percent in the fourth quarter, 0.1 percentage
point less than the preliminary estimate. Real
gross domestic purchases increased 1.6 percent,
also 0.1 percentage point less than the preliminary
estimate.

The price indexes for gross domestic purchases
and for GDP increased 2.6 percent and 1.9 percent,
respectively; each was 0.1 percentage point more
than the preliminary estimate.

Real disposable personal income increased 2.6
percent, 0.1 percentage point more than the pre-
liminary estimate. The personal saving rate was 5.1
percent, the same as the preliminary estimate.

Gross national product (GNP).—Real GNP increased
4.2 percent in the fourth quarter, 0.4 percent-
age point more than the increase in real Gpp
(chart 1 and table2).> Receipts of factor income
from the rest of the world increased more than
payments of factor income; corporate profits ac-
counted for most of the increase in receipts, and
interest income accounted for most of the increase
in payments.

2. GNp—goods and services produced by labor and property supplied by
U.S. residents—equals GpP plus receipts of factor income from the rest of the
world less payments of factor income to the rest of the world.

Table 2.—Relation of Real Gross Domestic Product, Real
Gross National Product, and Real Command-Basis Gross
National Product

[Seasonally adjusted at annual rates]

Billions of chained Percent
(1992) dollars change from
preceding
Change from quarter
preceding ———
Level quarter 1996
1996
I %
1996:V | 1 v
Gross domestic product ... 6,9936| 358| 652| 21| 38
Plus: Receipts of factor income from the
rest of the world ..........ccccuvvcineviineriiinns 221.0( 16| 140| 31| 300
Less: Payments of factor income to the
rest of the world ... 229.0| 103 76| 20.8| 145
Equals: Gross national product ............ 6,985.2| 27.2| 715 16| 42

Less: Exports of goods and services and
receipts of factor income from the rest
of the World ... 10850 -1| 61.0| -1| 26.0

Plus: Command-basis exports of goods
and services and receipts of factor
INCOME oo 1,096.2 10| 531 41 220

Equals: Command-basis gross national
PrOAUCE oo 6,996.5| 28.4| 63.7 17 3.7

Addendum:
Terms of trade? ...

101.0 A0 -9 4l 35

1. Ratio of the implicit price deflator for the sum of exports of goods and services and of
receipts of factor income to the corresponding implicit price deflator for imports with the decimal
point shifted two places to the right.

NoTe.—Levels of these series are found in NIPA tables 1.10 and 1.11.

Real GNP on a command basis increased less
than real gNp in the fourth quarter—3.7 percent,
compared with 4.2 percent—reflecting a deteri-
oration in the terms of trade’ In the third
quarter, command-basis GNP increased slightly
more than real GNP—1.7 percent, compared with
1.6 percent—reflecting a small improvement in the
terms of trade.

Corporate Profits

Profits from current production decreased $7.1 bil-
lion in the fourth quarter after increasing $5.4
billion in the third (table 3).*

Profits from domestic industries decreased $20.4
billion after increasing $7.3 billion. Profits of
financial corporations decreased much more in
the fourth quarter than in the third; the sharper
fourth-quarter decrease was more than accounted
for by a special assessment on thrift institutions
to recapitalize the Savings Association Insurance
Fund. (For additional information, see the dis-
cussion on Federal receipts in the “Government
Sector.”) Profits of nonfinancial corporations de-
creased after increasing, as a decrease in unit profits
more than offset an increase in real output; the
decrease in unit profits reflected a larger increase
in unit labor costs than in unit prices. Profits from
the rest of the world increased $13.3 billion after
decreasing $1.8 billion; receipts picked up sharply,
and payments slowed slightly.’

Cash flow from current production, a profits-
related measure of internally generated funds
available for investment, decreased $1.1 billion af-
ter increasing $12.4 billion. The ratio of cash flow
to nonresidential fixed investment, an indicator of

3. In the estimation of command-basis GNp—a measure of the goods and
services produced by the U.S. economy in terms of their purchasing power—the
current-dollar value of the sum of exports of goods and services and of receipts
of factor income is deflated by the implicit price deflator for the sum of imports
of goods and services and of payments of factor income.

The terms of trade is a measure of the relationship between the prices that
are received by U.S. producers for exports of goods and services and the prices
thatare paid by U.S. purchasers for imports of goodsand services. Itis measured
by the following ratio, with the decimal point shifted two places to the right: In
the numerator, the implicit price deflator for the sum of exports of goods and
services and of receipts of factor income; in the denominator, the implicit price
deflator for the sum of imports of goods and services and of payments of factor
income. Changes in the terms of trade reflect the interaction of a number of
factors—including movements in exchange rates, changes in the composition
of the traded goods and services, adjustment lags, and changes in producers’
profit margins. For example, if the U.S. dollar were to appreciate against a
foreign currency, a foreign manufacturer may choose to absorb this cost by
reducing the profit margin on the product it sells to the United States rather
than by raising prices and risking a loss in market share.

4. Profits from current production is estimated as the sum of profits before
tax, the inventory valuation adjustment, and the capital consumption adjust-
ment; it is shown in national income and product account tables 1.14, 1.16, and
6.16¢C as “corporate profits with inventory valuation and capital consumption
adjustments.”

5. Profits from the rest of the world are receipts of profits from foreign
affiliates of U.S. companies less payments of profits by U.S. affiliates of foreign
companies.
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the share of the current level of investment that
could be financed by internally generated funds,
decreased to 80.9 percent from 81.7 percent. These
levels are near the low end of the range in which
the ratio has fluctuated during most of this decade.

Industry profits—Industry profits decreased $9.7
billion after increasing $4.1 billion.® For domestic
financial corporations, a much sharper decrease
in the fourth quarter than in the third was more
than accounted for by the special assessment on
thrift institutions. Profits of domestic nonfinan-
cial corporations declined in the fourth quarter
after increasing in the third. The downturn wasac-
counted for by retail trade, by transportation and
public utilities, and by manufacturing; in contrast,
profits in wholesale trade picked up, and profits in
“other” nonfinancial industries increased about as
much in the fourth quarter as in the third.

6. Industry profits, which are estimated as the sum of corporate profits
before tax and the inventory valuation adjustment, are shown in national in-
come and product accounts table 6.16c. Estimates of the capital consumption
adjustment do not exist at a detailed industry level; they are available only for
total financial and total nonfinancial industries.

Table 3.—Corporate Profits
[Seasonally adjusted at annual rates]

Level | Change from
preceding year

19961V 199611 | 1996:1v

Billions of dollars

654.1 54 -7.1
564.2 73| -204
1281 -17| -137
436.1 9.0 6.7

89.9| -18 133

-9.2| 130 -11.2
26.2 13 2.6
637.1| -9.0 15
2289 -30 -45
4082 59 6.0

Profits from current production ....
Domestic industries ......
Financial .......
Nonfinancial ..
Rest of the world

Cash flow from current production ...........coccveveneririens 6586 124 -11
Profits by industry:

Corporate profits with IVA ... 627.9 41 -9.7
Domestic industries .. 538.0 59| -23.0
Financial ....... 121.3 -16| -13.7
Nonfinancial .. 416.7 76 -9.4
Manufacturing ...... 169.4 59| -12
Transportation and public utilities 932 =20 -9.3
Wholesale trade ... 415 17 7.0
Retalil trade .. 36.7 2 -7.8
Other ....... 75.9 17 2.0
Rest of the world . 89.9| -18 133
Receipts (inflows) . 137.0 3 14.1
Payments (outflows) ... 471 2.1 8
Dollars
Unit price, costs, and profits of nonfinancial

corporations:
Unit price 1.066| 0 .001
Unit labor cost .. 708 0 .002
Unit nonlabor cost ... 246 0 -.001

A11] .001| -.003

Unit profits from current production .

IVA  Inventory valuation adjustment

CCAdj Capital consumption adjustment

NoTe.—Levels of these and other profits series are found in NIPA tables 1.14, 1.16, 6.16C,
and 7.15.

Related measures—Profits before tax (pBT) in-
creased $1.5 billion in the fourth quarter after
decreasing $9.0 billion in the third. The difference
between the $10.5 billion upturn in PBT and the
$12.5 billion downturn in profits from current pro-
duction was more than accounted for by inventory
profits, which increased in the fourth quarter af-
ter decreasing in the third. (Inventory profits are
represented in the national income and product
accounts by the inventory valuation adjustment,
with the sign reversed.)

Government Sector

The combined current deficit of the Federal
Government and State and local governments de-
creased $16.6 billion, to $15.0 billion, in the fourth
quarter (table 4). The decrease was primarily ac-
counted for by a decrease in the Federal deficit;
the State and local government surplus increased
slightly.

Federal

The Federal Government current deficit decreased
$14.9 billion, to $105.9 billion, in the fourth quar-
ter after decreasing $5.9 billion in the third. The
fourth-quarter deficit is the smallest since the third
quarter of 1989.

Receipts—Receipts increased $37.4 billion in the
fourth quarter after increasing $6.3 billion in the
third. Both the fourth-quarter increase and the ac-
celeration were accounted for by indirect business
tax and nontax accruals and by personal tax and
nontax receipts.

Indirect business tax and nontax accruals in-
creased $23.0 billion after increasing $2.5 billion.
Indirect business nontaxes increased $18.2 billion
after increasing $o.1 billion. The step-up was ac-
counted for by a special assessment of $18.0 billion
(annual rate) that was paid to the Saving Asso-
ciation Insurance Fund by thrift institutions; this
assessment recapitalized the fund, bringing the de-
posit fund to the target reserve ratio of $1.25 per
$100 in deposits.” Air transport excise taxes in-
creased $4.5 billion after increasing $0.9 billion;
these excise taxes, which had expired at the end of
December 1995 as a result of the Federal budget
impasse, were reinstated in late August.

Personal tax and nontax receipts increased $10.9
billion after decreasing $1.2 billion. Estimated
income tax payments and final settlements, less
refunds, increased $1.5 billion after decreasing

7. The Federal Deposit Insurance Corporation authorized the assessment
on October 8, 1996.

April1997

3



4 o April1997

SURVEY OF CURRENT BUSINESS

$11.5 billion; the third-quarter decrease followed a
second-quarter boost in tax receipts that reflected
the third and final installment payment allowed
by the provisions of the Omnibus Budget Recon-
ciliation Act of 1993 that retroactively increased
tax rates for high-income taxpayers. Withheld in-
come taxes increased $10.4 billion after increasing
$9.8 billion, reflecting an acceleration in wages and
salaries.

Corporate profits tax accruals decreased $3.7 bil-
lion after decreasing $2.5 billion, reflecting the
pattern of domestic corporate profits.

Table 4.—Government Sector Receipts and Current Expenditures

[Billions of dollars, seasonally adjusted at annual rates]

Level Change from preceding quarter

1995 1996

1996:IV
v | Il I \%

Government sector

Receipts ......ccovvrniene

Current expenditures ...
Current surplus or deficit (-)

Social insurance funds .

Other

[RETCT ]
Personal tax and nontax receipts .
Corporate profits tax accruals
Indirect business tax and nontax accruals
Contributions for social insurance

Current expenditures

Consumption expenditures

National defense
Nondefense ...
Transfer payment

2/4623| 143| 400| 635| 129| 474
24773 162| 377 249| 189| 308

-150( -1.8 21| 386 -59 16.6

115.2 91 -84 18 2.8 7
-130.2| -27| 106| 367 -87 15.9

1,619.3 81| 284| 525 63| 374
691.1 60| 163| 418| -12| 109

3047| -13| -14| 87| 27| o0

TO persons .............. 756.6 6.3 17.9 8.8 5.2 54
To the rest of the wor 23.3 3 74| -12 -1 116
Grants-in-aid to State and local governments .. 216.8 -5 43 117 -48 23
Net interest paid 238.8 16| -34 3 29 51
Subsidies less current surplus of government enterprises 320 -12 5 4 -5 17
Subsidies 324 -13 0 1 3 7
Of which: Agricultural subsidies ... 5.6 -1 3 2 1 -1
Less: Current surplus of government enterprises 4 -2 -5 -3 8| -1.0

Less: Wage accruals less disbursements

Current surplus or deficit (=) ..o -105.9 4.0 -7 285 5.9 14.9

Social insurance funds .

State and local governments
RECEIPLS ...

Personal tax and nontax receipts .
Corporate profits tax accruals
Indirect business tax and nontax accruals
Contributions for social insurance .

Federal grants-in-aid

Current expenditures

Consumption expenditures
Transfer payments to persons ..

61.2 14 =17 2.2 39 21
-167.1 2.6 69| 264 20| 128

1,059.8 57| 159 227 19 122
196.2 2.6 15 39 31 39

....... 36.1| -1.0 25 5 -5 -8
535.2 3.9 6.9 5.8 34 6.3

75.5 .6 6 8 7 6

216.8 -5 43| 117 -48 2.3

..................................................... 968.9| 115 130 127 137| 105

725.3 5.7 9.4 8.9 9.1 6.0

Net interest paid ... 441 6 7 6 5 5
Less: Dividends rec 13.9 3 3 4 0 2
Subsidies less current surplus of governmen -137 2 -1 -2 -1 -3
Subsidies A4 0 0 0 0 0
Less: Current surplus of government enterprises 14.1 -2 1 1 2 3
Less: Wage accruals less disbursements 0 0 0 0 0 0
Current surplus or defiCit (=) ....ocvvererreereenerieeneisiens 909( -58 29 10.0| -11.8 17
Social insurance funds . 54.0 -5 -8 -4 -11| -13

Other

39| -53| 36| 105| -108| 31

NoTe.—Dollar levels are found in NIPA tables 3.1, 3.2, and 3.3.

Current expenditures—Current expenditures in-
creased $22.6 billion in the fourth quarter after
increasing $0.3 billion in the third. The ac-
celeration was mostly accounted for by transfer
payments (net) and grants-in-aid to State and local
governments.

Transfer payments (net) increased $16.9 billion
after increasing $5.0 billion. Transfer payments
to the rest of the world increased $11.6 billion af-
ter decreasing $0.1 billion; the upturn was more
than accounted for by $12.0 billion (annual rate)
in economic support and other payments to Is-
rael. Transfer payments to persons increased $5.4
billion after increasing $5.2 billion.

Grants-in-aid to State and local governments
increased $2.3 billion after decreasing $4.8 bil-
lion. The upturn was mostly accounted for by
grants for medicaid, which increased $0.8 billion
after decreasing $4.5 billion. Grants for highways,
human development services, community devel-
opment services, and other programs also turned
up. Subsidies less current surplus of government
enterprises increased $1.7 billion after decreasing
$0.5 billion. The turnaround was mainly ac-
counted for by a downturn in the surplus of the
Postal Service.

Net interest paid increased $5.1 billion after
increasing $2.9 billion. The acceleration was ac-
counted for by a downturn in interest received on
foreign currency holdings.

Consumption expenditures decreased $3.6 bil-
lion after decreasing $2.2 billion. Nondefense
consumption expenditures decreased $3.6 billion
after increasing $0.5 billion. The downturn was
accounted for by services, which decreased $3.1 bil-
lion after increasing $0.6 billion. Within services,
sales of services increased $3.3 billion after decreas-
ing $0.3 billion. (Sales by government, except those
by government enterprises, of goods and services
similar to those provided by the private sector are
treated as deductions from current expenditures.)

State and local

The State and local government current surplus
increased $1.7 billion, to $90.9 billion, in the
fourth quarter after decreasing $11.8 billion in the
third. The turnaround was largely attributable to
receipts.

Receipts increased $12.2 billion after increasing
$1.9 billion. The acceleration was mostly ac-
counted for by an upturn in Federal grants-in-aid,
which increased $2.3 billion after decreasing $4.8
billion. Indirect business tax and nontax accruals
increased $6.3 billion after increasing $3.4 billion;
the acceleration was mostly accounted for by sales
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taxes. Personal tax and nontax receipts increased
$3.9 billion after increasing $3.1 billion.

Current expenditures increased $10.5 billion af-
ter increasing $13.7 billion. The deceleration was
accounted for by consumption expenditures,
which increased $6.0 billion after increasing $9.1
billion. Within consumption expenditures, a slow-
down in compensation of employees reflected a
deceleration in employment.

Government Sector in 1996

The combined current deficit of the Federal
Government and State and local governments de-
creased $32.6 billion in 1996 after decreasing $23.8
billion in 1995. The combined deficit has declined
every year, beginning in 1993, and the 1996 deficit
was the smallest since 1982. The 1996 decrease was
more than accounted for by a decrease in the Fed-
eral current deficit; the current surplus of the State
and local governments registered a small decrease.

The Federal current deficit decreased $34.6 bil-
lion, to $127.1 billion, the smallest Federal deficit
since 1989; the decrease was attributable to a larger

increase in receipts than in current expenditures.®
Federal receipts increased $96.6 billion; the in-
crease was mostly attributable to personal tax and
nontax receipts, contributions for social insurance,
and corporate profits tax accruals. Federal current
expenditures increased $62.0 billion; the increase
was mostly accounted for by transfer payments to
persons and by grants-in-aid to State and local
governments.

The State and local government current sur-
plus decreased $2.0 billion, to $93.0 billion; the
decrease was attributable to a larger increase in
current expenditures than in receipts. Current
expenditures increased $49.9 billion; the increase
was mostly accounted for by consumption ex-
penditures and by transfer payments to persons.
Receipts increased $47.9 billion; the increase was
mostly attributable to indirect business tax and
nontax accruals, personal tax and nontax receipts,
and Federal grants-in-aid. |

8. The budget estimates in the national income and product accounts differ
from the official U.S. Budget estimates in several respects, including the timing
of transactions, the treatment of investment, and other coverage differences.
For more information, see “Federal Budget Estimates, Fiscal Year1998,” SURVEY
oF CURRENT BusiNgss 77 (March 1997): 8-16.

In May, the release of the following estimates will mark
the completion of the most recent comprehensive revision
of the national income and product accounts (NIPA’s).

Revised N1pA estimates for 1929—58: The May SURVEY will
present summary tables of revised N1PA estimates begin-
ning in 1929 that will reflect the following major changes
that were incorporated last year into the N1PA estimates
beginning with 1959: Adoption of BEA’s improved meas-
ures of real output and prices, the definitional change
that recognizes government investment, and the improved
methodology for calculating depreciation. More detailed
estimates will be available electronically through sTat-
usa’s Economic Bulletin Board or Internet services and on
diskette from BEA.

Revised estimates of reproducible tangible wealth for 1929—
95: The May SurvEy will contain an article that presents
revised estimates of reproducible tangible wealth for 1929—
95 and that describes the methodology used to prepare
these estimates, including the improved methodology for
calculating depreciation. The complete set of wealth
estimates will be available electronically through stat-
usA’s Economic Bulletin Board or Internet services and

Release of Revised N1PA and Wealth Estimates

on diskette from BEA. In addition, these estimates, along
with the definitions, classifications, and methodologies
that underlie them, will be published later this year in Fixed
Reproducible Tangible Wealth of the United States, 1925—96.

Newly available and revised NIPA estimates of selected se-
ries for 1959—96: The May SURVEY will present a set of tables
showing newly available series that reflect the work under-
taken to complete the estimates of reproducible tangible
wealth—namely the estimates of real consumption of fixed
capital and related net product and net investment series—
and revised series that primarily reflect the incorporation
into the N1pA’s of the revisions to the wealth estimates.
The largest revisions will be to capital consumption adjust-
ment and consumption of fixed capital and to the series
that depend upon them—including corporate profits from
current production and some components of personal in-
come; revisions to other series are expected to be small.
The tables in the May Survey will present the estimates
for 1991-96; all the newly available and revised estimates
for 1959—96, including the more detailed estimates, will
be available electronically through star-usa’s Economic
Bulletin Board or Internet services and on diskette from
BEA.
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Real Inventories, Sales, and Inventory-Sales Ratios
for Manufacturing and Trade

Tables 1, 2, and 3 show quarterly and monthly es-
timates of real inventories, sales, and inventory-sales
ratios, respectively. Real manufacturing inventories by
stage of fabrication are shown in table 4. Real estimates
are in chained (1992) dollars.

Data availability

Quarterly estimates for 1977-95 of real manufacturing
and trade inventories, sales, and inventory-sales ratios
and of real manufacturing inventories by stage of fab-
rication were published in the|May 1996 SURVEY OF
CURRENT BUSINESS.

Estimates for 1967 forward are available electronically
to subscribers to staT-UsA’s Economic Bulletin Board

Table 1.—Real Manufacturing and Trade Inventories, Seasonally
Adjusted, End of Period
[Billions of chained (1992) dollars]

or Internet services. For information, call (202)
482—-1986.

The estimates for 1967—95 are also available on
printouts and diskette. To order, write to the Na-
tional Income and Wealth Division, BE-54, Bureau of
Economic Analysis, U.S. Department of Commerce,
Washington, pc 20230. Specify “Real Manufacturing
and Trade Inventories, Sales, and Ratios” (Accession
Nos. BEA 54—91—20-014 for printouts, BEA 54—91—40—
409 for diskette), and include a check or money order
for $55.00 for printouts or $20.00 for diskette, payable
to the Bureau of Economic Analysis. To order by tele-
phone, call (202) 606—-9700; MasterCard and visa are
accepted.

Table 2.—Real Manufacturing and Trade Sales, Seasonally Adjusted at

Monthly Rate
[Billions of chained (1992) dollars]

1996 1996

n v Aug. | Sep. | Oct.” | Nov." | Dec.” [ Jan.P

1996 1996

n v Aug. | Sep. | Oct.” | Nov." | Dec.” | Jan.P

931.5| 9359| 930.2| 9315 934.7| 937.0| 935.9( 937.4
405.4) 406.4| 404.4| 405.4( 406.5| 407.9| 406.4| 406.5

261.8| 261.8| 261.1| 261.8| 262.6| 263.2| 261.8| 262.6
224\ 227 220| 224 224| 225| 227 223
233| 234| 233 233| 233| 234 234| 235
58.2| 57.4| 587 582| 582| 584 574| 576
443| 444 442( 443| 444 447 444| 442
58.2| 586| 57.8( 582| 587| 589 586| 595
136 134| 136 13.6| 136| 133 134| 134
446| 453| 441 446) 451 456| 453| 46.1
56.2| 55.9| 56.0f 56.2| 56.4| 56.1f 559| 562

143.9( 1449| 143.7| 143.9| 1443| 145.0( 144.9| 1442
309 31.4| 306 309| 310| 314 314| 314

Manufacturing and trade ..

Manufacturing .

Durable goods ..
Primary metal industries ..
Fabricated metal products
Industrial machinery and equipment ...
Electronic and other electric equipment .
Transportation equipment

Motor vehicles and equipment
Other transportation equipment ..
Other durable goods *

Nondurable goods
Food and kindred products .
Paper and allied products ...
Chemicals and allied products
Petroleum and coal products .. . . . . . . .
Rubber and miscellaneous plastic products 139| 140( 138| 139 139 139| 140 141
Other nondurable goods? ............cccoemerrreeees 386| 39.3| 386| 386 390/ 395| 393 387

Merchant Wholesalers ... 244.4) 247.1| 2457\ 244.4| 245.7| 246.5| 247.1| 249.9

Durable goods
Nondurable goods
Groceries and farm products
Other nondurable goods

Retail trade 281.2| 281.9| 279.5| 281.2| 282.0| 282.0| 281.9 2805

Durable goods .............. ... | 1488| 148.3| 147.1| 148.8| 149.2| 149.0| 148.3| 146.7
Motor vehicle dealers
Other durable goods 2 .

Nondurable goods
Food stores ......
Other nondurable goods ..

695.8| 687.4 690.9] 693.5| 697.4| 696.4| 704.7
303.0/ 300.3f 301.7| 301.9| 304.4 302.6( 306.4

167.7| 166.5| 1685 167.1| 168.5| 167.5( 169.7

139| 137 137 138 140( 139 142
. 16.3( 165| 164 163| 16.4| 16.2| 164
36.1| 367 36.1| 368| 36.1| 363 37.6( 376
28.3| 295| 280 287 29.1| 30.0f 294 286
38.2| 37.3| 381 389| 374| 376 368 385
275| 248| 27.3| 27.6| 255| 250 240 262
10.7{ 11.1f 10.8| 11.3| 106 112| 114 109
40.6| 41.1| 405 411] 413 413| 40.7| 416

1336 1347 133.3| 133.0| 134.4| 1354( 134.4| 136.2
359 363 358 354| 362 367 359/ 36.8
119 120 118 119| 119 119f 120( 121
282 285 282| 281| 286 285 286 288

Manufacturing and trade
Manufacturing ...

Durable goods
Primary metal industries
Fabricated metal products .
Industrial machinery and equipment .
Electronic and other electric equipmel
Transportation equipment ..........

Motor vehicles and equipment ..
Other transportation equipment
Other durable goods *

Nondurable goods
Food and kindred products
Paper and allied products .
Chemicals and allied products

Petroleum and coal products ... . 138 143| 138| 14.0( 144| 144| 143| 143
Rubber and miscellaneous plastic products 115( 114 114] 11.3| 114| 115| 114| 116
Other nondurable goods? ............cccoemerrreeees 326 328 327 324 323 331] 331| 333
Merchant WholeSalers ... 186.1| 189.1| 185.1| 186.2| 187.8| 189.7| 189.8| 191.2

Durable goods ...
Nondurable goods ..

99.3| 100.8| 98.3| 99.7| 100.2| 101.1f 101.1| 101.4
86.8| 883| 86.8| 865 87.6] 885/ 887 898
Groceries and farm products 315 326 315| 314 322 329| 328 327
Other nondurable goods 512 521f 512| 51.0{ 517 523| 524| 530

Retail trade 202.2| 203.6| 202.0( 203.0( 203.8| 203.2| 203.9| 207.0

814 824 813 819| 825/ 822 827 840
4311 437 430 436 437 435| 439| 449
384 388 383 383| 388/ 388/ 388 392
1205 121.0f 1205 121.0| 121.1| 1208f 1211f 122.7
331 331f 330 332| 332 330f 331f 333
87.4 879 875 878| 879| 878/ 880[ 895

Durable goods
Motor vehicle dealers® ..
Other durable goods 3

Nondurable goods ..
Food stores ...
Other nondurable goods

P Preliminary.

1. Includes lumber and wood products; furniture and fixtures; stone, clay, and glass products; instruments and
related products; and miscellaneous manufacturing industries.

2. Includes tobacco manufacturers; textile mill products; apparel products; printing and publishing; and leather
and leather products.

3. Prior to 1981, inventories and sales of auto and home supply stores are included in motor vehicle dealers.
Beginning with 1981, these inventories are included in “other durable goods”.

NoTes.—Manufacturing inventories are classified by the type of product produced by the establishment holding
the inventory. Trade inventories are classified by the type of product sold by the establishment holding the inventory.

Chained (1992) dollar series are calculated as the product of the chain-type quantity index and the 1992 current-
dollar value of the corresponding series, divided by 100. Because the formula for the chain-type quantity indexes
uses weights of more than one period, the corresponding chained-dollar estimates are usually not additive. The
residual line is the difference between the first line and the sum of the most detailed lines for inventories.

P Preliminary.

1. Includes lumber and wood products; furniture and fixtures; stone, clay, and glass products; instruments and
related products; and miscellaneous manufacturing industries.

2. Includes tobacco manufacturers; textile mill products; apparel products; printing and publishing; and leather
and leather products.

3. Prior to 1981, inventories and sales of auto and home supply stores are included in motor vehicle dealers.
Beginning with 1981, these inventories are included in “other durable goods”.

NoTes.—Manufacturing inventories are classified by the type of product produced by the establishment holding
the inventory. Trade inventories are classified by the type of product sold by the establishment holding the inventory.

Chained (1992) dollar series are calculated as the product of the chain-type quantity index and the 1992 current-
dollar value of the corresponding series, divided by 100. Because the formula for the chain-type quantity indexes
uses weights of more than one period, the corresponding chained-dollar estimates are usually not additive. The
residual line is the difference between the first line and the sum of the most detailed lines for inventories.
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Table 3.—Real Inventory-Sales Ratios for Manufacturing and Trade, Table 4.—Real Manufacturing Inventories by Stage of Fabrication,
Seasonally Adjusted Seasonally Adjusted, End of Period
[Ratio, based on chained (1992) dollars] [Billions of chained (1992) dollars]
1996 1996 1996 1996
1} [\ Aug. | Sep. | Oct.” [ Nov." | Dec.” | Jan.P 1} v Aug. | Sep. | Oct.” [ Nov." | Dec.” | Jan.P
Manufacturing and trade ... 135| 135 135/ 135 135/ 1.34] 134 133 Materials and supplies
Manufacturing .. 135 134 135 134 135 1.34| 134 133 Manufacturing ... | 134.01 133.0f 133.7| 134.0| 133.6( 133.6] 133.0| 132.6
Durable goods . 157| 156 157| 155 157| 156] 156| 155 Durable goods ............. 810 79.7| 807 8L0| 802 802 79.7| 798
Primary metal industries . 163| 163 160 164| 162 161| 163 157 Primary metal industries 75| 75/ 73| 75 75 76 75/ 75
Fabricated metal products 142| 144 142| 142| 143] 142| 145 144 Fabricated metal products . 85/ 86| 86/ 85 87 87/ 86| 87
Industrial machinery and equipment 161 156 163| 158 161 1.61| 153 153 Industrial machinery and equipment . 181 171} 183 181| 174 174 171} 171
Electronic and other electric equipment . 157 151| 158| 154| 152| 149 151 154 Electronic and other electric equipment 156 155| 156 156| 156| 156| 155 153
Transportation equipment ....... 152 157| 152| 150 157| 157| 159 155 Motor vehicles and equipment .. 58/ 63| 58 58/ 60 62 63 65
Motor vehicles and equipment 50 54| 50 49 54 53 56 51 Other transportation equipment . 60| 54 6.0 60| 58/ 56| 54] 55
Other transportation equipment .. 417| 409 408 395 4.26| 4.07| 396 4.25 Other durable goods * 196 194| 194| 196| 194 194| 194 195
1
Other durable goods?* . 139 1.36| 138 137 137| 136 137 135 Nondurable goods s31| 533 531 31| 34| 534 533 528
Nondurable goods ........ 1.08| 108 108 1.08 1.07| 107 108 1.06 Food and kindred products 101 103f 100 101 102| 103 103| 103
Food and kindred products . .86 .87 .85 87 .86 .86 .88 .85 Paper and allied products . 7.0 7.0 7.0 7.0 7.0 70 70 70
Paper and allied products ... 127\ 125 127 127 126 1.26| 125 124 Chemicals and allied products 115( 114 113| 115 115 114 114 113
Chemicals and allied product 125| 125 125/ 126 124/ 124] 125 123 Petroleum and coal products 34| 31 35/ 34 33 32 31 32
Petroleum and coal products .. . 71 .65 74 70 66 65 66 66 Rubber and miscellaneous pla: 53 53 53 53 53 53 53 53
Rubber and miscellaneous plastic products | 121| 123| 121| 122| 122| 121| 123] 121 Other nondurable gOOUS 2 .......ccvvveee 160] 161 161 160 162 162| 161/ 156
Other nondurable goods 2 ... 118 120] 118| 119] 121f 120f 119f 116 )
Merchant wholesal 131| 131 133 131 13t 13| 130 131 Workin-process
erchant wholesalers : : : : : : : : Manufacturing ... 133.1| 1348| 1330| 1331| 1343 135.4| 134.8| 1348
Noruraie go0d too| too| too| oo io1| ior| ioi| Tgp  Duiabl goodS 100l 1116 1098| 1100/ 1111l 1121 1116) 1116
Groceries and farm products 8| 84| 87| 85| 86| 84| 84| 85 Egmigtgeﬁétgldgggﬁzts 27 gg g g 2(7) 2; gé gg 22
Other nondurable goods 118 1201 18] 118 119 118 119 120 Industrial machinery and eq 213 220 216 203| 207 21| 200| 219
Retail trade 139| 138 138/ 139 138 1.39| 138 136 Electronic and other electric eqmpmen 16.3| 16.1| 16.3| 16.3| 162 164 16.1| 159
Motor vehicles and equipment .. 45 41 45 45 4.4 41 4.1 3.6
Durable goods .. lgs( 180f 1811 182 181 181 179 L75 Other transportation equipment . 364| 378 359 364 371 382 378| 387
Motor vehicle 1591 1851 186 157) 154] 157) 155/ 150 Other durable goods * 70| 170| 171 170| 173| 170| 170| 171
Other durable goods 3 . 210 208| =210f 211 212| 210f 2.08| 204
Nondurable goods 110 110{ 1.10{ 109/ 110{ 1.10( 1.10| 109 Nondurable goods 232| 233| 233| 232| 232| 234 233 233
Food stores ...... 81 .83 .82 81 .82 .83 .83 .83 Food and kindred products 44 43 44 44 44 45 43 44
Other nondurable goods .. 121 121| 121f 120 120| 1.21f 121 119 Paper and allied products . 16 17 16 16 16 1.6 17 16
Chemicals and allied products 56 57 5.7 56 56 55 57 56
o Preliminary. Petroleum and coal products ... 20 19 21 2.0 20 20 19 20
1. Includes lumber and wood products; fumniture and fixtures; stone, clay, and glass products; instruments and Rubber and miscellaneous plastic PTOdUCtS 2.0 19 19 20( 19 19 19 19
related products; and miscellaneous manufacturing industries. Other nondurable goodS 2 ........ewreesvrrere T4 7T 750 741 76 78/ 77 76
2. Includes tobacco manufacturers; textile mill products; apparel products; printing and publishing; and leather .
and leather products. Finished goods
3. Prior to 1981, inventories and sales of auto and home supply stores are included in motor vehicle dealers. MaNUFACHUTING ovevveeeeeoveeeec e | 138.4| 138.8| 137.7| 138.4| 138.8| 139.1| 138.8| 139.3
Beginning with 1981, these inventories are included in “other durable goods”.
NoTe.—Manufacturing inventories are classified by the type of product produced by the establishment holding DuIrDar?lrﬁag/O%iestaI industrios 72; 722 7gg 72; 7%% 728 728 7%%
the inventory. Trade inventories are classified by the type of product sold by the establishment holding the inventory. Fabricated metal products . 81 82 80 81 81 82 82 82
Industrial machinery and equipment . 188 183 187 188 192 19.0| 183| 187
Electronic and other electric equipment 124 128 123| 124 126| 127 128 130
Motor vehicles and equipment .. 33 3.0 33 33 32 31 3.0 33
Other transportation equipment . 21 21 22 21 22 19 21 2.0
Other durable goods? ... 19.6| 19.6| 195( 19.6| 19.7| 19.6( 19.6[ 196
Nondurable goods .......... 67.7| 684 67.4| 677 676/ 682] 684| 683
Food and kindred products 165| 16.7| 16.3| 165| 16.4| 166 167 167
Paper and allied products . 6.5 6.4 6.5 6.5 6.5 6.4 6.4 6.3
Chemicals and allied products 18.2| 186| 182 182| 184| 185 186 184
Petroleum and coal products ... 44 43 46 44 42 42 43 43
Rubber and miscellaneous plastic produc S 6.7 6.8 6.6 6.7 6.7 6.7 6.8 6.8
Other nondurable goods? ..................c...... 152| 155| 151 152| 153| 156 155 156

P Preliminary.

1. Includes lumber and wood products; furniture and fixtures; stone, clay, and glass products; instruments and
related products; and miscellaneous manufacturing industries.
2. Includes tobacco manufacturers; textile mill products; apparel products; printing and publishing; and leather

and leather products.

NoTes.—Manufacturing inventories are classified by the type of product produced by the establishment holding
the inventory. Trade inventories are classified by the type of product sold by the establishment holding the inventory.
Chained (1992) dollar series are calculated as the product of the chain-type quantity index and the 1992 current-
dollar value of the corresponding series, divided by 100. Because the formula for the chain-type quantity indexes
uses weights of more than one period, the corresponding chained-dollar estimates are usually not additive. The
residual line is the difference between the first line and the sum of the most detailed lines for inventories.
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Real Gross Product of U.S. Companies’
Majority-Owned Foreign Affiliates

in Manufacturing

By Raymond ]. Mataloni, Jr.

N AN initial attempt to remove valuation effects
q from its measures of the foreign manufac-
turing activities of U.S. multinational companies
(MNC’s), the Bureau of Economic Analysis (BEA)
has developed experimental estimates of the real
gross product of majority-owned foreign affiliates
(MOFA’s) in manufacturing for 1982—94." Gross
product—a measure of value added—is used as a
summary measure of economic activity because it
is free of double counting, unlike sales or receipts
data, which reflect not only value added within
the firm, but also the value of intermediate inputs
purchased from outside the firm. Bea haslongpro-
vided current-dollar estimates of gross product for
Mora’sand for their U.S. parent companies, but the
usefulness of these estimates for comparisons over
time or across countries has been limited by the fact
that they do not allow changes in real value added
to be distinguished from changes in value arising
from movements in prices or exchange rates.”

1. A foreign affiliate is a foreign business enterprise in which there is U.S.
direct investment; that is, a U.S. person (“U.S. parent”) owns or controls,
directly or indirectly, 10 percent or more of the voting securities or the equiva-
lent. (In this definition, “person” is broadly defined to include any individual,
branch, partnership, associated group, association, estate, trust, corporation or
other organization—whether or not organized under the laws of any State—or
any government entity.) A MOFA is a foreign affiliate in which the combined
ownership of all U.S. parents exceeds 50 percent.

A U.S. parent comprises the domestic (U.S.) operations of a U.S. MNC.
Foreign affiliates comprise the foreign operations of a U.S. MNc over which the
parent is presumed to have a degree of managerial influence. MOFA’s comprise
the foreign operations over which the parent(s) has a controlling interest.

2. For the most recent current-dollar estimates of gross product, see “Op-
erations of U.S. Multinational Companies: Preliminary Results From the 1994
Benchmark Survey,” SURVEY OF CURRENT BUSINESS 76 (December 1996): 11-37.
For information on methodology and for illustrations of the uses of these esti-
mates, see “Gross Product of U.S. Multinational Companies, 1977-91,” SURVEY
74 (February1994): 42—-63.

Employment has sometimes been used as an indicator of MNC economic
activity because it is not directly affected by prices or exchange rates, but it is
an imperfect measure because it measures the usage of a factor of production
rather than production itself and because it does not reflect changes in the hours
worked per employee or the usage of nonlabor factors of production.

Thisarticle benefited significantly from comments by two
reviewers from outside BEA—Peter Hooper and Robert
E. Lipsey.

As might be expected, removing the effects of
changes in prices and exchange rates produces a
gross product series that is generally both slower
growing and less volatile than the current-dollar
series. In real terms, the gross product of MOFA’s
in manufacturing grew at an average annual rate of
2.5 percent from 1982 to 1994, a rate similar to the
rate of growth in host-country industrial produc-
tion.” Year to year, the changes ranged from —4.4
percent in 1991 to 8.4 percent in 1994 (table 1 and
chart1). In terms of current dollars, the product
of MOFA’s grew at a 5.9-percent rate, and the year-
to-year changes ranged from —4.8 percent in 1983
to 18.8 percent in 198;.

Two procedures were used to prepare the esti-
mates of real gross product—a preferred procedure
for 19 major host countries that account for over
three-quarters of the total gross product of MorA’s
in manufacturing and a cruder procedure for other
host countries. The preferred procedure consisted
of two steps: Estimates for a base year (1993) were

3. Industrial production indexes are used for this comparison because es-
timates of real gross product originating in manufacturing are not available for
all countries or for all years.

Table 1.—Indexes of Current-Dollar and Real Gross Product
of Majority-Owned Foreign Affiliates in Manufacturing,
1982-94

[1993=100]
Percent change from
g previous year
e | e
Current- Real
dollar

56.1 80.7 | v | e

53.4 78.9 -4.8 2.2

54.9 83.3 2.7 55

55.7 85.3 15 24

65.1 85.7 16.8 5

77.3 90.2 18.8 5.2

89.8 97.1 16.2 7.7

96.8 104.5 77 76

105.5 103.5 9.0 -1.0

102.4 98.9 -2.9 -4.4

102.4 96.6 -1 -2.3

100.0 100.0 -2.3 35

1111 108.4 111 8.4

Addendum:
Average annual rate of

growth, 1982-94 ......ccccceee | v | e 59 25
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first constructed using “purchasing power par-
ity” (ppp) exchange rates rather than the market
exchange rates (MER’s) that are the basis of the
current-dollar estimates; then estimates for other
years were constructed by extrapolating the base-
year estimates with chain-weighted Fisher quantity
indexes similar to those used by BEA to estimate
changes in U.S. gross domestic product.

Unlike MER’s, the pPP exchange rates used to
establish the base-year levels under the preferred
procedure approximate the number of foreign
currency units required to purchase goods and
services—whether or not traded internationally—
equivalent to those that can be purchased in the
United States with 1 U.S. dollar.* MER’s, on the
other hand, reflect a variety of factors, such as in-
ternational capital movements and expectations of
financial market conditions, that are not directly
related to the prices of goods and services. As an
example of how MER’s may move counter to pur-
chasing power parity, from 1980 to 1985, the U.S.

4. ppp exchange rates are not directly observable in the marketplace, but
are estimated by international organizations—such as the Organisation for
Economic Co-Operation and Development, the United Nations, and the World
Bank—Dby comparing prices for specific goods and services across countries.
For additional information on ppp exchange rates see the appendix.

Although more appropriate for this exercise than MER’s, the ppP exchange
rates used pertain to prices to the consumer rather than to the producer, which
can cause some measurement error.

CHART 1

Indexes of Current-Dollar and Real Gross
Product of Majority-Owned Foreign
Affiliates in Manufacturing and the
Foreign-Currency Price of the U.S. Dollar,
1982-94

Index (1993=100) Index (December 1980=100)

120 160
,//\ Foreign currency price of U.S. dollar
110 ‘. ‘\‘ (right scale) 150
1
\ Real
100 \‘ N 140
‘\
90 i 130
\ Current- dollar
80 \ 120
70 “ 110
60 Noeo 7T 00
I I I O I O
50 90
1982 83 84 85 86 87 88 89 90 91 92 93 94

NOTE—The index of the foreign currency price of the U.S. dollar is a trade-weighted
average against the currencies of the following 10 countries: Belgium, Canada,
France,Germany, Italy, Japan, the Netherlands, Sweden, Switzerland, and the
United Kingdom.

U.S. Department of Commerce, Bureau of Economic Analysis

dollar price of German marks fell by nearly 40
percent even though the average rate of inflation,
measured in consumer prices, was more than 2
percentage points higher in the United States than
in Germany.’ MeR-based translation of a given
volume of production by Mora’s under these con-
ditions would have shown a dramatic decrease,
even though in fact none had occurred.

For other host countries, the data needed for
the preferred procedure were unavailable, and
real dollar-denominated estimates were derived
simply by deflating the current-dollar estimates
(which had been translated at MER’s) by the im-
plicit price deflator for U.S. gross domestic product
originating in nonpetroleum manufacturing in-
dustries. The estimates constructed using this
procedure, though crude, appear to provide rea-
sonable approximations of the true values of real
gross product for the group even if not for each
country. (See the section “Methodology” for
further discussion of both procedures.)

The remainder of the article comprises two parts
and an appendix. The first part examines trends in
the real gross product estimates and their relation-
ship to the current-dollar estimates. The second
part provides a detailed description of the method-
ology used to prepare the estimates. The appendix
providesabriefintroduction to ppp exchange rates.

Trends in 1982—94

This section examines trends in the real gross
product estimates for Mora’s in manufacturing.
The trends in the estimates of real gross product
are then compared with those in the current-dollar
estimates of gross product.

All countries

The real gross product of MoFA’s in manufactur-
ing grew at an average annual rate of 2.5 percent
in 1982—94—below the 3.1-percent growth rate in
real gross product originating in manufacturing
industries in the United States but above the about
2-percent growth rate in the real gross product of
U.S. parents in manufacturing.’

5. As an example of the failure of MER’s to track absolute price levels
of a particular good or service, the U.S.-dollar prices of a popular fast-food
sandwich in various countries have been compared under the prevailing MER’s:
In 1994, the sandwich cost $2.30 in the United States, $3.77 in Japan, and $1.66
in Hungary. See Michael R. Pakko and Patricia S. Pollard, “For Here or To Go?
Purchasing Power Parity and the Big Mac,” Review (Federal Reserve Bank of St.
Louis, January/February1996): 3-17.

6. For MoFA’s, the industry group “manufacturing” excludes petroleum
and coal product manufacturing. Mmora’s (and U.S. parents) are classified by
an enterprise-based system in which all petroleum-related activities (such as oil
extraction, refining, and gasoline retailing) are classified in a separate “petro-
leum” category. For this reason, the estimate of real gross product originating in
all U.S. manufacturing industries used in this comparison excludes petroleum

Aprilig97
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The patterns of growth in the real gross product
of MoFA’s in manufacturing differed throughout
1982—94, but these patterns can be roughly divided
into three parts: An average annual growth of
3.8 percent from 1982 to 1989, an average annual
decline of 2.6 percent from 1989 to 1992, and an
average annual growth of 5.9 percent from 1992 to
1994.

Changes in MoFa gross product are the net re-
sult of several factors—changes in the capacity
utilization of existing Mora facilities, changes in

and coal products manufacturing. For details on the industrial classification
of MOFA’s, see “A Guide to BEA Statistics on U.S. Multinational Companies,”
SurvEy 75 (March 1995): 38-55.

Rough estimates of real gross product for U.S. parents in manufacturing
were derived by deflating the current-dollar estimates at the broad industry level
shown in table 4 by the implicit price deflators for U.S. gross domestic product
originating in those industries.

productive capacity that result from expansion
or contraction of existing affiliates, establishment
of new affiliates (or “greenfield investments”),
acquisitions of existing foreign firms, and sell-
offs. Because the direction of the changes in
MOFA gross product corresponds with the di-
rection of the changes in economic conditions
in several major host-country locations (includ-
ing Europe, Canada, and Australia), growth
in MOra gross product during 1982—94 prob-
ably was mostly accounted for by growth in
existing operations, which would be expected
to mirror host-country economic conditions.
However, greenfield investments and acquisitions
also appear to have contributed significantly to
the growth in the gross product of mMoFA’s in
some countries.

Table 2.—Current-Dollar and Real Gross Product of Majority-Owned Foreign Affiliates in Manufacturing, by Country, 1982-94

Billions of current dollars Average annual rate of growth
1982 | 1983 | 1984 | 1985 | 1986 | 1987 | 1988 | 1989 | 1990 | 1991 | 1992 | 1993 | 1994 || 1982-89 | 1989-92 | 1992-94 | 1982-94
All COUNEHIES oo 99.8| 949| 975| 99.0 115.6| 137.4| 159.7| 172.0| 187.6| 182.1| 181.9| 177.7| 1975 8.1 19 4.2 5.9
19 OECD countries . 76.9| 755 783| 799| 957| 1150| 133.2| 141.4| 155.0| 149.4| 1439| 1357 1527 9.1 .6 3.0 5.9
Australia ... 43 38 4.0 34 31 37 5.0 6.9 6.3 53 51 5.0 57 6.9 -9.2 58 24
Austria . 2 4 4 A4 5 A4 5 N 7 8 9 9 13 16.0 9.3 18.8 147
Belgium 24 2.7 2.8 29 38 4.2 4.8 5.0 55 5.4 59 5.6 6.8 11.0 5.9 74 9.1
Canada 164| 180 202| 201| 207 219| 258| 289 274| 238| 216| 220| 250 8.4 -9.1 7.6 36
Denmark .. 2 2 2 2 3 4 4 4 4 5 5 5 6 6.7 7.9 12.7 8.0
Finland . *) * * *) *) *) * 1 1 1 1 1 3 18.3 24.2 39.2 23.1
France . 74 6.5 6.5 6.6 81| 105 110 118| 140| 138| 142| 141 16.3 6.8 6.3 7.0 6.7
Germany .. 153| 153| 140| 148| 195 235| 250| 258| 336| 345| 356| 328| 320 7.8 11.2 -5.1 6.4
Greece . 1 1 1 1 1 1 2 2 2 2 3 3 3 53 105 9.1 72
Ireland .. 13 15 1.8 1.8 1.7 3.0 35 35 43 4.2 4.6 39 46 14.8 9.1 3 10.8
Italy .. 39 38 42 4.3 5.7 7.0 75 78 9.2 9.3 8.9 7.1 8.2 10.2 4.6 -4.0 6.3
Japan ... 22 25 3.0 32 45 5.9 7.4 77 73 8.0 7.9 85| 108 19.7 9 17.1 14.3
Luxembourg . 2 2 2 2 4 5 5 5 6 6 7 6 7 14.8 8.3 37 11.3
Netherlands . 26 27 28 28 39 5.2 5.9 78 6.9 6.7 7.0 6.4 75 17.2 -34 37 9.4
New Zealand 3 2 3 2 3 A4 3 3 2 2 2 2 4 1.0 -13.7 37.1 22
Norway ... 3 2 2 2 1 1 1 1 2 1 1 2 3 -10.3 3 68.6 25
Spain ... 19 18 2.0 23 33 4.3 5.3 5.7 6.4 6.4 5.8 48 54 175 3 =34 9.3
Sweden 6 6 .6 7 8 8 9 1.0 1.0 11 9 8 8 7.0 4.2 -5.0 21
United Kingdom 173 14.9 151| 158| 19.1| 230| 29.0| 274| 305| 284| 237| 218| 257 6.8 4.7 43 34
All other countries ... 228 195 19.2| 190 199| 224| 265| 306| 326| 327 381| 420| 448 43 75 85 5.8

Billions of chained (1993) dollars

All COUNETIES oo 1236| 1209| 127.6| 130.7| 131.3| 1382| 148.8| 160.1| 1585| 151.5| 148.0| 153.2| 166.1 38 -2.6 59 25
19 OECD countries . 940 96.1| 103.8 107.0( 107.6| 111.5| 117.8| 126.1| 123.2| 1174| 109.3| 111.2| 1216 43 4.6 55 22
Australia ... 53 48 49 4.9 44 4.6 5.1 6.5 5.8 4.7 4.7 49 52 29 -10.0 42 -3
Austria . 3 4 4 5 A4 3 4 6 5 5 6 6 9 115 14 21.6 105
Belgium 32 39 42 4.3 44 4.1 45 47 44 44 45 46 53 5.6 -16 8.6 4.3
Canada 202 2131 240| 243| 248| 246| 258| 274| 257| 218| 206| 217| 248 45 -9.0 9.6 17
Denmark 2 2 2 2 3 3 3 3 3 3 3 3 3 17 *) 15.2 34
Finland . *) *) *) *) *) *) *) *) 1 1 1 1 2 124 232 474 20.3
France . 8.4 7.8 8.3 8.2 7.8 8.7 8.6 95 9.6 9.9 97| 105| 117 17 7 10.1 28
Germany .. 20.1| 20.8| 20.6| 220 214| 21.1| 217| 233| 255| 263| 249| 241| 230 21 23 -39 11
Greece . 2 2 2 2 2 2 2 3 2 3 3 3 3 23 9 9.5 31
Ireland .. 16 2.0 24 25 19 3.0 34 34 37 37 38 36 41 114 29 39 8.0
Iltaly .. 52 51 5.9 6.2 6.2 6.3 6.5 6.7 6.7 6.8 6.4 6.3 7.0 36 -15 47 25
Japan ... 24 2.6 32 34 35 4.1 4.6 5.0 4.9 49 4.6 44 52 10.9 =23 6.2 6.7
Luxembourg . 2 3 3 3 A4 A4 4 4 5 5 5 5 5 9.8 32 6.1 75
Netherlands . 29 31 36 36 39 45 4.8 6.5 5.1 5.1 5.1 5.0 57 12.6 -8.1 5.9 5.9
New Zealand 4 3 A4 A4 A4 A4 3 3 2 2 2 3 4 -19 -12.6 311 *
Norway ... 2 2 2 2 1 1 1 1 1 1 1 1 2 -12.8 -5.1 77.8 3
Spain ... 23 2.6 29 33 37 4.2 47 5.0 4.6 4.6 4.0 41 47 115 -6.5 73 6.0
Sweden 7 7 T 8 N .6 7 7 7 7 5 6 6 12 -95 42 -12
United Kingdom 216 205| 223 226| 234| 241 264| 257| 249| 224| 183| 192| 216 25 -10.6 85 *)
All other countries 292 246| 236| 234| 235| 265| 308| 339| 33| 340| 387| 420 445 22 55 72 36
Residual -11 -5 -9 -7 ®) -1 -6 -2 -2 3 1 0 ()1 TSI ISR ISR IR

* Less than $50 million or less than 0.05 percent.

NoTe.—Chained (1993) dollar series were derived by extrapolating the base-year (1993) PPP-exchange-rate-based
current-dollar value of the corresponding series by a Fisher quantity index (see the text for details). Because the
formula for the Fisher quantity indexes uses weights of more than one period, the corresponding chained-dollar
estimates are usually not additive. The residual line is the difference between the total line and the sum of the
most detailed lines.

Although the real estimates are denominated in dollars of 1993, the estimate for 1993 does not equal the current-

dollar estimate for that year, because the two estimates are based on different exchange rates. As explained in
the text, the current-dollar estimates are based on market exchange rates and the real estimates are based on

purchasing-power-parity exchange rates.

OECD Organisation for Economic Co-Operation and Development
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19 OECD countries

From 1982 to 1994, real gross product of MOFA’s
in manufacturing in 19 member countries of the
Organisation for Economic Co-Operation and De-
velopment (OECD) grew at an average annual rate
of 2.2 percent—the same as the (weighted) av-
erage annual rate of growth in total industrial
production in these countries (table2 and
chart 2).” Even on a year-to-year basis, the move-
ments in the gross product estimates generally
tracked the industrial production in the host
countries.

From 1982 to 1989, the estimates of real gross
product for MorA’s in the 19 countries grew at
an average annual rate of 4.3 percent, compared
with a 3.1-percent growth rate for host-country

7. For this comparison, a composite index of industrial production was de-
rived by weighting each country’s index by that country’s share of the cumulative
dollar value of real gross product of MOFA’s in manufacturing in 1982-94.

The concepts, coverage, and method of computation of industrial produc-
tion indexes are similar to those of estimates of real gross product of MOFA’s
in manufacturing. However, the industrial production indexes include the
mining, petroleum refining, and electric and gas utilities industries, and some
countries’ industrial production indexes are based on the changes in the total
output (sales plus inventory change) in specific industries rather than on the
gross product originating in them. In addition, the industry-level changes are
often aggregated with fixed benchmark-year weights rather than with chained
weights like those used for the real gross product estimates.

CHART 2

Indexes of Real Gross Product of
Majority-Owned Foreign Affiliates in
Manufacturing and Host-Country Industrial
Production, in 19 OECD Countries, 1982-94
Index (1993=100)
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Real gross product of MOFA's
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85 Host-country industrial production

N I I
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MOFA Majority-owned foreign affiliate
OECD Organisation for Economic Co-Operation and Development

NOTES—The 19 OECD countries covered in this chart are Australia, Austria,
Belgium, Canada, Denmark, Finland, France, Germany, Greece, Ireland, Italy, Japan,
Luxembourg, the Netherlands, New Zealand, Norway, Spain, Sweden, and
the United Kingdom.

The composite index of industrial production was derived by weighting each country's
index by the country's share in the cumulative dollar value of real gross product of
MOFA's in manufacturing in 1982-94.

U.S. Department of Commerce, Bureau of Economic Analysis

80

industrial production. The growth in gross prod-
uct was widespread, reflecting an extended period
of economic growth in most of the oEcD coun-
tries. Greenfield investments and acquisitions may
have also contributed to the growth in several host
countries—such as Ireland, Japan, the Nether-
lands, and Spain—where MoFa gross product grew
much faster than the worldwide average.

From 1989 to 1992, the estimates of real gross
product for MorA’s decreased at an average annual
rate of 4.6 percent, compared with a growth rate of
o.1percent for host-country industrial production.
The decrease reflected falling capacity utilization
for mora’s (related to slow growth or recession
in host-country economies) that more than oft-
set the modest growth in the productive capacity
of MoFA’s during this period. Among the larger
host countries, Australia, Canada, and the United
Kingdom had the largest decreases, perhaps be-
cause economic recessions began earlier in those
countries than in most other oECD countries.

From 1992 to 1994, the estimates of real gross
product for MOFA’s increased at an average annual
rate of 5.5 percent, compared with a 2.0-percent
growth rate for host-country industrial produc-
tion. The increases in gross product were wide-
spread and mainly reflected renewed economic
growth in the host countries.

All other countries

From 1982 to 1994, real gross product of MOFA’s
in manufacturing in “all other countries” grew
at an average annual rate of 3.6 percent. Unlike
the growth in the 19 oEcD countries, the growth
in these countries was slowest from 1982 to 1989,
partly reflecting the effects of a debt crisis in Latin
America. From 1989 to 1994, growth acceler-
ated, reflecting renewed economic growth in Latin
America and new investments by U.S. MNC’s in
emerging markets worldwide.

Comparison of real and current-dollar estimates

All  countries—The real and current-dollar
estimates of gross product present very differ-
ent pictures of the level and growth of U.S.
companies’ overseas manufacturing activities in
1982—94. The differences can be explained largely
by exchange-rate conditions rather than by changes
in prices.

Unlike most real and current-dollar series, the
levels of the estimates of real and current-dollar
gross product do not match in the base year, 1993,
of the real series; the current-dollar estimate is
$177.7 billion, whereas the real estimate is

April1997
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$153.2 billion (table 2). The difference results from
differences in the exchange rates on which the esti-
mates are based: The current-dollar estimates are
based on MER’s, and the real estimates are based on
ppp exchange rates. The lower level of the real se-
ries in 1993 reflects the higher exchange value of the
dollar under ppp exchange rates in 1993 than un-
der MeR’s. Under the prevailing MER, one unit of
currency could have purchased more, on average,
in the United States than it could have abroad.

During 1982—94, the year-to-year changes in the
real estimates differed from those in the current-
dollar estimates. Real gross product of MoOFA’s
in manufacturing grew at an average annual rate
of 2.5 percent, compared with an average annual
growth rate of 5.9 percent for the current-dollar
estimates. Most of the divergence occurred in
1985—90 (chart 1). From 1982 to 1985, the two se-
ries moved roughly in tandem, probably because
changes in the MER value of the dollar were con-
sistent with those needed to maintain purchasing
power parity between the dollar and the currencies
of the countries where U.S. MNC’s were producing;
the dollar appreciated at a time when U.S. infla-
tion was generally milder than that of the major
host countries (table 3). From 1985 to 1990, the
real estimates grew at an average annual rate of
3.9 percent, compared with a 14.0-percent rate for
the current-dollar estimates. The difference in the
growth rates probably reflects the depreciation of
the MER value of the dollar; the dollar depreciated
substantially even though U.S. inflation continued
to be generally milder than that abroad. From 1990
t0 1994, the differences between the two series were
smaller, probably reflecting relative stability in the
MER value of the dollar.

19 OECD countries.—For most of the 19 0ECD coun-
tries, the relationship between the current-dollar
and the real estimates of gross product was similar
to that for all countries. In 1993, the levels of the
current-dollar estimates exceeded those of the real
estimates in all but two countries (Greece and New
Zealand). Like the estimates for all countries, the
current-dollar estimates for the 19 countries grew
more than twice as fast, on average, as the esti-

Table 3.—Average Annual Change in Consumer Prices
[Percent]

1982-85 | 1985-90 | 1990-94

UNited SEALES ..uverveerererierieirseesiecssie s 43 39 3.2
OECD Europe ... 8.9 5.9 7.3
Canada 6.2 44 2.3
Japan .. 2.2 15 17

Sources: OECD, Historical Statistics, 1960-1990 (OECD, Paris, 1992) and Main Economic
Indicators (OECD, Paris, November 1995)
OECD Organisation for Economic Co-Operation and Development

mates of real gross product. The differences in the
growth rates for the largest oecp host countries
were generally most pronounced between 1985 and
1988 (chart 3).

All other countries—In contrast to the levels for
the 19 OECD countries, the levels of the estimates of
current-dollar and real gross product for all other
countries are identical in 1993, and in the other
years, the differences between the two series simply
reflect inflation as measured by the U.S. implicit
price deflator for gross domestic product origi-
natingin nonpetroleum manufacturing industries.
This relationship results from the method used to
produce the real gross product estimates for these
countries.

Methodology

This section describes the methodology for prepar-
ing the estimates of real gross product, which were
derived by adjusting the current-dollar estimates.

Current-dollar gross product estimates

Gross product for a firm, such as a MOFa, can be
measured as its gross output (sales or receipts and
other operating income, plus inventory change)
less its purchased intermediate inputs (purchased
goods and services). Alternatively, gross product
can be measured as the sum of the costs incurred
(other than for intermediate inputs) and the prof-
its earned in production. The current-dollar gross
product estimates for MOFA’s are prepared by sum-
ming costs and profits. The data on costs and
profits are collected in BEA’s annual and bench-
mark surveys of U.S. direct investment abroad
and are combined with BEA estimates of some
items.® Survey respondents are asked to follow U.S.
generally-accepted accounting principles (Gaap),
which require that revenues and costs denomin-
ated in foreign currencies be translated to U.S.
dollars, using the average MER for the year.” There-
fore, the gross product estimates that are derived
from these data reflect what a U.S. buyer would
pay, at the prevailing MER, to purchase the gross
product of MoFA’s from abroad.

Real gross product estimates

Two procedures were used to prepare the estimates
of real gross product. A preferred procedure was

8. See “Gross Product of U.S. Multinational Companies, 1977-91.”

9. However, inaccordance with Gaap, the revenues and expenses of affiliates
operating in hyperinflationary economies are translated daily into U.S. dollars
at the prevailing daily MER’s; thus, the accounts for these affiliates are, in effect,
kept in dollars.
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by Selected Country, 1982-94
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used for the estimates for 19 major host coun-
tries that account for over three-quarters of the
total gross product of MOFA’s in manufacturing. A
cruder procedure was used for the estimates for
other host countries, because the data needed for
the preferred procedure were unavailable.

19 OECD countries—The estimates of real gross
product for the 19 oECD countries were prepared
in two steps (chart 4). First, estimates for a base
year, 1993, were prepared using ppp exchange rates
in place of MER’S.

Product-specific, rather than economywide, ppp
exchange rates were used because they are con-
sidered more appropriate for translating gross
product for a particular group of industries, such
as manufacturing industries.'” For the 19 oEcD
countries, PPP exchange rates for specific final con-
sumption and investment expenditure categories
were available from the oecp and were used in de-
riving the base-year estimates of real gross product
for MOFA’s in these countries.”

10. See, for example, Peter Hooper, “Comparing Manufacturing Out-
put Levels Among the Major Industrial Countries,” in Industry Productivity:
International Comparison and Measurement Issues (Paris: OECD, 1996).

11. The exchange rates used in this study were published in oecp, Purchasing
Power Parities and Real Expenditures 1993, Eks Results, Volume 1 (Paris: OECD,
1995).

The estimates for the base year were derived as
follows (chart 4, “Base Year”). First, the current-
dollar estimates for each of the 19 oEcD coun-
tries and for 7 major manufacturing industries
(table 4, column 1) in each country were translated
back into current local currency by using the av-
erage MER for the year. Second, the estimates for
each industry were retranslated into U.S. dollars
by using the most appropriate ppP exchange rate
(table 4, column 3). Third, the industry-level esti-
mates for each country were summed to produce
the base-year estimates by country. Fourth, the es-
timates for each country were summed to produce
the base-year estimate for all 19 countries.

The second step in producing the real gross
product estimates was to extrapolate the base-
year estimates to other years (1982—92 and 1994)
by using chain-weighted Fisher quantity indexes
(chart 4, “Other Years”). The current-dollar es-
timates at the country and industry level were
first translated back into current local currency.

It would have been preferable to use ppp exchange rates that were based
on producers’ prices rather than on consumers’ prices, or that had otherwise
been adjusted for differences between expenditure and output prices, but none
were readily available. Some analysts, such as Hooper (1996), have attempted
to make rough adjustments for some of these factors (such as cross-country
differences in distribution margins and indirect taxes).

Derivation of Real Gross Product of Majority-Owned Foreign Affiliates in Manufacturing
in 19 OECD Countries

All Years

1. Current-dollar gross product
estimates, by industry, based on
market exchange rates, from data
reported on BEA surveys.

_ l - Base Year (1993)
2. Multiply by average market
exchange rate (foreign currency
(_per U.S.dollar) for the year. ) power-parity exchange rate (U.S.

dollars per foreign currency) for

4. Multiply by average purchasing- [
the year.

5.Sum the industry-level
estimates.

]—» 6. Real gross product.

product.

3. Current-local-currency gross

Other Years (1982-92, 1994)

4. Construct chain-weighted Fisher
quantity indexes using the industry-

product estimates and local
producer price indexes.

5. Extrapolate the base-year
level current-local-currency gross [-»|values of real gross product using |-= | 6. Real gross product.

the Fisher quantity indexes.

OECD Organisation for Economic Co-Operation and Development

U.S. Department of Commerce, Bureau of Economic Analysis
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The resulting estimates by industry were then
used, along with country- and industry-specific
producer price indexes (table 4, column 2), to con-
struct a chain-weighted Fisher quantity index for
each country.”

The following Fisher quantity index (Q) was
used to estimate the change in the real gross prod-
uct for MOFA’s in a country between any two
adjacent years:"

> pi1di2
> pildil

Q- o 2 Pi2di2 ’

2 pPi2di1
where the p’s are prices in local currency, the q’s
are quantities, the 7’s are industries, and 1and 2 are
adjacent years.

Because the variables that represent the compos-
ites of prices in one period and the quantities in
another (such as pi1 gqi2) are not directly observ-
able, the quantity indexes were actually computed
using an algebraically equivalent formula consist-
ing of combinations of prices and quantities of
the same period (the current-local-currency esti-
mates) and indexes of relative prices in the two
periods (the ratios of producer price indexes)."*

The Fisher quantity indexes were used as the
bases for extrapolating the dollar-denominated
ppp-based estimates for the base year (1993) to the
other years covered (1982—92 and 1994)."”

12. The industry-specific producer price indexes are from the oEcp
Indicators of Industrial Activities (Paris, OECD, various quarterly issues).

13. A similar equation is used to measure changes in total U.S. gross domestic
product. See, for example, “A Look at How BEa Presents the National Income
and Product Accounts,” SURVEY 76 (May1996): 36.

14. The rewritten Fisher quantity index is as follows:

~ 2 pyy tPi2di2 D pi2di2
Q= S pidi X T P2
pildin - X p - pindin

15. Ideally, the gross product estimates would have been derived using a
double-deflation method (applying separate price deflators to output in current
local currency and to purchased inputs in current local currency), but source
data were not available to use this method. For this reason and because the
gross product of MorA’s is calculated from the “income” components (rather
than by subtracting purchased inputs from gross output), the quantity index
of real output had to be derived by applying a price deflator directly to the
current-price gross product estimates.

The estimate for all 19 countries for each year
was derived by extrapolating the base-year estimate
using a Fisher quantity index that aggregated across
countries as well as across industries.'®

All other countries—Real gross product estimates
for all other countries were derived using a cruder
method because of the limited availability of data.
The estimates were prepared on the basis of the as-
sumption that MER’s tend to maintain purchasing
power parity between these countries’ currencies
and the U.S. dollar. Therefore, the real gross
product estimates were derived by simply deflat-
ing the current-dollar gross product estimates with
the U.S. implicit price deflator for gross domestic
product originating in manufacturing.

The assumption that MER’s maintain purchasing
power parity between currencies is clearly naive,
but certain factors precluded the use of the method
followed for the 19 oECD countries. First, some of
the most important host countries in this group
experienced hyperinflation during much of the pe-
riod being examined, and the use of the available
average annual MER’s could not be relied upon to
produce estimates that approximated the actual
local-currency-denominated values.” Second, al-
though economywide ppp exchange rates were
available for many (if not all) of these countries,
ppP exchange rates can be very imprecise and diffi-
cult to interpret for pairs of countries—such as the
United States and many lower income non-oEcp
countries—for which the patterns of consumption
and production differ so sharply as to almost pre-
clude the construction of a common representative
market basket of goods and services."” Because of

16. In contrast to the computation of the index for each country, the
current-local-currency estimates (such as P11 ) for each country had to be
translated to a common currency before they could be used in computing the
index for the 19 countries combined. The current-local-currency estimates for
all years (1982—94) were translated to U.S. dollars using the ppp exchange rates
for 1993, yielding dollar-denominated series that reflected host-country price
conditions. Though not true ppp-based current-dollar series (because they
reflected foreign rather than U.S. price conditions), these dollar-denominated
series had to be constructed as an intermediate step in deriving an extrapolator
for the base-year aggregate.

17. As noted earlier, the data underlying the estimates for such countries
typically would have been translated into dollars by MNC’s on a daily basis.

18. These limitations notwithstanding, future refinements to the esti-
mates might include incorporating ppp-exchange-rate data for some of these

Table 4.—Categories Within the Manufacturing Industry Used for Price Deflation and Currency Translation

Gross product

Producer price index for foreign countries

Purchasing-power-parity exchange rate 2

Food and kindred products ...........cceveeviirennnee
Chemicals and allied products
Primary and fabricated metals ......
Industrial machinery and equipment .... .
Electronic and other electric equipment ..............
Transportation equipment ...
Other manufacturing

Food and beverages
Chemicals

Electrical machinery

Primary and fabricated metals
Nonelectrical machinery

Motor vehicles .............
Total manufacturing except petroleum ..............

Food consumption

Total gross domestic product

Total gross domestic product

Nonelectrical equipment investment

Electrical equipment investment

Personal transportation equipment consumption
Total gross domestic product

1. See chart 4, “Other Years,” item 4.
2. See chart 4, “Base Year,” item 4.
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these methodological limitations, real gross prod-
uct estimates were not produced for these countries
individually.

Despite the widespread divergences of MER’s
from ppp exchange rates, there is reason to believe
that the cruder methodology provides reasonable
estimates at a highly aggregated level. MER’s and
ppp exchange rates may tend to converge over the
long term, particularly for groups of countries (be-
cause the overvaluation of some currencies, in a
PPP sense, may tend to be offset by the under-
valuation of others).” In addition, the real gross
product estimates for this group of countries tend
to track—with, as would be expected, a lead—
long-term changes in Mora employment during
1982—94.

A Fisher quantity index for extrapolating the
base-year estimates of all countries combined was
derived using the same data and procedure used to
create the index for the 19 OECD countries except
that the estimates for all other countries combined
were included in the computation as an additional
observation.

Appendix: Purchasing-Power-Parity
Exchange Rates

To compare gross product among countries, a
common unit of measure, such as the U.S. dollar,
is needed. To translate gross product estimates
denominated in foreign currencies into U.S. dol-
lars for international gross product comparisons,
ppP exchange rates should be used, because they
approximate the number of foreign currency units
required in a foreign country to buy goods and
services that are equivalent to those that can be
bought in the United States with 1 U.S. dollar.*
ppP exchange rates are derived by comparing
the domestic prices for goods and services in dif-
ferent countries. For example, in a hypothetical
one-good, two-country world economy, the ppp
exchange rate would equal the ratio of the price of
the good in one country to the price in the other
country; if the good sold for 10 currency units in
country A and 1 currency unit in country B, the
pPP exchange rate would be 10 units of country A’s

countries—particularly those whose economies are relatively advanced and are
not experiencing hyperinflation.

19. A study by Craig S. Hakkio identifies a tendency for MER’s to converge
with ppp exchange rates over the long term. See “Is Purchasing Power Parity
a Useful Guide to the Dollar?” Economic Review, Third Quarter 1992 (Federal
Reserve Bank of Kansas City, 1992): 37-51. James R. Lothian and Mark P. Taylor
find a similar result in “Real Exchange Rate Behavior: The Recent Float from
the Perspective of the Past Two Centuries” Journal of Political Economy, 104, no.
3(1996): 488-509.

20. MER’s are, however, more appropriate than ppp exchange rates for some
purposes, such as comparing the dollar-denominated production costs of MNC’s
in various countries.

currency to 1 unit of country B’s currency. How-
ever, in practice, the derivation of ppp exchange
rates is much more complex because of the multi-
tude of goods and services produced and because
of the differences among economies in the rela-
tive importance of those goods and services. To
deal with these complexities, ppp-exchange-rate
formulas have been developed.

ppp-exchange-rate formulas

Simple two-country, or bilateral, comparisons are
the most basic context in which to compute ppP ex-
change rates. The most widely used bilateral index
is the Fisher formula, which is based on the Fisher
Ideal Price Index.” It is the geometric mean of
the own-country-weighted and partner-country-
weighted averages of prices (expressed in each
country’s currency) in the two countries for goods
and services—traded and untraded alike—that are
consumed in both countries.
The Fisher formula (PPPF) is

2 PAidai

> PAidBi
X
> PBidAi

> pBiqBi’

PPPl =

where the 1’s are individual goods and services, the
p’s are prices, the ¢@’s are quantities, and A and B
are countries.

For multilateral comparisons, ppp exchange
rates must be derived using formulas specifically
designed to ensure that the direct comparison of
any two currencies is consistent with all indirect
comparisons of those currencies via third curren-
cies. When such consistency exists, the exchange
rates are said to have the property of “transitiv-
ity.” For example, to be transitive, the exchange
rate for U.S. dollars to German marks must equal
the product of the exchange rate for U.S. dollars
to Japanese yen and the exchange rate for Japanese
yen to German marks. The multilateral ppp ex-
change rates that were used in this study are based
on a formula that was simultaneously and inde-
pendently developed in 1964 by Odon Elteto and
Pal Koves and by Bohdan Szulc.”” The formula is
often referred to simply as the “exs method.”*

21. Irving Fisher, The Making of Index Numbers (Boston: Houghton Mifflin,
1922).

22. O. Eltetd and P. Koves, “On a Problem of Index Number Computation
Relating to International Comparisons,” Statisztikai Szemle 42 (1964): 507518
(in Hungarian); B. Szulc, “Indices for Multiregional Comparisons,” Przeglad
Statystyczny 3 (1964): 239—254 (in Polish).

English translations of these articles are being published in the
January/February1997 issue of Eastern European Economics 35, no. 1.

23. This formula can be found in Ldszl6 Drechsler, “Weighting of Index
Numbers in Multilateral International Comparisons,” Review of Income and
Wealth 19, no. 1 (March 1973): 17-34.
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Developing ppp exchange rates

The task of producing a multilateral system of
ppp exchange rates is formidable: A list of the
goods and services that are common to a group
of countries must be defined, and the items being
compared must be similar in features and quality;
price and quantity data for each item in each coun-
try must be collected; and the ppp exchange rates
must be calculated.

Pioneering work in thisarea began in the 1950’s.”*
In 1968, the first organized effort to produce prp
exchange rates on an ongoing basis was undertaken

24. Milton Gilbert and Irving Kravis, An International Comparison of Na-
tional Products and the Purchasing Power of Currencies (Paris: Organisation for
European Economic Co-Operation, 1954).

by the United Nations under the name Interna-
tional Comparison Project (1cp). The first results
of the 1cp, covering 1970, were published in 1975.”
The oEecD countries, while continuing to partic-
ipate in the 1cp, began their own program to
produce ppp exchange rates for member countries
in the early 1980’s. The ppp exchange rates used
in this article were obtained from the oecp study

covering 1993. |.4f

25. Irving Kravis, Zoltan Kenessey, Alan Heston, and Robert Summers, A
System of International Comparisons of Gross Product and Purchasing Power
(Baltimore: Johns Hopkins University Press, 1975).

For a review and evaluation of the 1cp, see Irving B. Kravis and Robert E.
Lipsey, “The International Comparison Program: Current Status and Prob-
lems,” in International Economic Transactions: Issues in Measurement and
Empirical Research, edited by Peter Hooper and J. David Richardson (Chicago:
University of Chicago Press, 1991): 437-64.
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U.S. International Transactions,
Fourth Quarter and Year 1996

By Christopher L. Bach

FourRTH QUARTER 1996 The following are highlights for the fourth
quarter of 1996:

e The deficit on goods fell, as exports increased

(1-' HE U.S. current-account deficit decreased to
and imports changed little.

$41.4 billion in the fourth quarter from $47.9
billion (revised) in the third (table A)." The deficits
on goods and services and on investment income
decreased, while net unilateral transfers increased.

e Capital outflows for U.S. assets abroad in-
creased strongly, as a result of both large
direct investment outflows and large-scale
bank lending to meet a surge in demand for
dollar credits at banks abroad.

e Capital inflows for foreign assets in the United
States increased strongly, as a result of both
exceptional net foreign purchases of U.S.
Treasury securities by private foreigners and
large borrowing by U.S. banks to meet a simul-
taneous surge in domestic and international
loan demand.

In the capital account, net recorded inflows were
$68.0 billion in the fourth quarter, compared with
net inflows of $69.7 billion in the third, as both
U.S. assets abroad and foreign assets in the United
States accelerated by about the same amount.

The statistical discrepancy—errors and omis-
sions in recorded transactions—was an outflow of
$26.6 billion in the fourth quarter, compared with
an outflow of $21.8 billion in the third.

: _ e The U.S. dollar appreciated 1 percent on a
1. Quarterly estimates of U.S. current- and capital-account componentsare

seasonally adjusted when statistically significant seasonal patterns are present. tr ade-Welghted average basis for the quarter.
The accompanying tables present both adjusted and unadjusted estimates.

Table A—Summary of U.S. International Transactions
[Millions of dollars, seasonally adjusted]

Line Lines in tables 1 and 10 in which transactions are 1995 19960 | Change: 1995 1996 Ci{ggge:
included are indicated in () 1995-96 | I n Y " I e VP v
1 | Exports of goods, services, and income (1) ... 969,189( 1,032,478 63,289 233,086| 241,497 244,479 250,128| 252,656 257,035| 254,405 268,380 13,975
2 Goods, adjusted, excluding military (2) 575,940 611,669 35,729| 138551| 142,983| 144,984| 149,422 150,032 153,120 150,144| 158,373 8,229
3 SEIVICES (3) evuevrrercerererireiseinereeieiis 210,590 223,907 13,317| 50,435| 51,735 54,226| 54,193 55,075 55,853| 55565| 57,413 1,848
4 Income receipts on investments (11) .. 182,659 196,902 14,243 44,100 46,779| 45269 46,513 47,549 48,062 48,696 52,594 3,898
5 | Imports of goods, services, and income (15) .. -1,082,268|-1,155,101| -72,833| —263,501| —274,183| -273,175| -271,409( -276,975| —288,208| —292,782| —297,139| -4,357
6 Goods, adjusted, excluding military (16) . -749,364| -799,343| -49,979| -183,474| -190,910| -187,532| -187,448| —193,159| —200,490| —202,013| -203,681| -1,668
7 SErVICeS (17) o -142,230| -150,440 -8,210| -35,027| -35,632| -36,013| -35,558| -36,578| -37,441| -37,975| -38,450 -475
8 Income payments on investments (25) ... -190,674 -205,318| -14,644| -45,000| -47,641| -49,630| -48,403| -47,238| -50,277| -52,794| -55,008] -2,214

9 | Unilateral transfers (29) ..., -35,075| 42,472 -7,397| -8,639| -8,290( -8992| -9,154| -10,955| -9,420| -9,476| -12,621| -3,145

-307,856 -306,830 1,026| -61,747|-108,299| -39,595| -98,214| -68,723| -50,699| -73,313| -114,095| -40,782
-9,742 6,668 16,410 -5318| -2,722| -1,893 191 17 -523 7,489 -315| -7,804

10 | U.S. assets abroad, net (increase/capital outflow (-)) (33) .
11 U.S. official reserve assets, net (34)
12 U.S. Government assets, other than official reserve assets,

net (39) . -280 -665 -385 -154 -179 252 -199 -152 -353 166 -326 -492
13 U.S. private as -297,834| -312,833| -14,999| -56,275|-105,398| -37,954| -98,206| -68,588| -49,823| -80,968| -113,454| -32,486

14 | Foreign assets in the United States,net (increase/capital
inflow (+)) (48)
15 Foreign official assets, net (49)
16 Other foreign assets, net (56)

424,462| 525,046/ 100,584| 90,995| 115421| 118,816 99,229 99,475 100,553| 142,970 182,048 39,078
109,757 122,778 13,021 21,822| 37,380| 39,186 11,369 52,021| 13566 24,235 32,956 8,721
314,705 402,268 87,563| 69,173| 78,041| 79,630 87,860 47,454 86,987 118,735 149,092 30,357

17 | Allocations of special drawing rights (62) ...
18 | Statistical discrepancy (63)

Memorandum:
19 | Balance on current account (70) ......cooeeerveeieeermernseneeenneenienees -148,154| -165,095| -16,941| -39,054| -40,976| -37,688| -30,435| -35274| -40,593| -47,853| -41,380 6,473

" Revised.
P Preliminary.
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U.S. dollar in exchange markets interest-rate differentials in favor of U.S. assets
(charts2 and3). These differentials reflected
On a quarterly average basis, the U.S. dollarappre-  somewhat different economic prospects in the two
ciated 2 percent against the European currencies areas. In the United States, economic data por-
and 4 percent against the Japanese yen (table B,  trayed continued expansion and little inflationary
chart 1). pressure. In Europe, prospects were less positive
) .. . . . .
The dollar’s appreciation against the Euro- than in the United States, in part because of the
pean currencies was supported by continued large  monetary and fiscal restraint required by Germany
CHART 1 CHART 2
Indexes of Foreign Currenc :
; gn C y U.S. and Foreign Interest Rates
Price of the U.S. Dollar
Percent
December 29, 1995=100 9
112 LONG TERM x 20-30 year U.S. Corporate Aaa Bonds
110 8
Japanese yen—,,
108 German mark
7
106
104 / 10-year U.S. Treasury ¥~
6 ,°| Bonds
102 %~ 5.7 year International Dollar Bonds
| |
5
100 HHHHH‘\H\HHHH‘\HHHHHH LLLEE
7
104 SHORT TERM
British pound
102 ¥
6 - 904y US.CD
100
98 Canadian dollar 5
96
4 Weighted Foreign Average ol
94
92 3 \\\\\\\\\\\‘\\\\\\\\\\\‘\\\\\\\\\\\
1994 1995 1996
90 LLLLLLELPLLLLPELELLEEL L L ettt L a '
. Interest rates for 3-month interbank loans or short-term paper for other Group of 10
12-29-95 3-29-96 6-28-96 9-30-96 12-31-96 countries and Switzerland weighted by average total trade shares in 1972-76.
Indexes prepared by BEA from weekly data. Data: Federal Reserve Board, OECD. ; )
U.S. Department of Commerce, Bureau of Economic Analysis Vi) DE g aff Cmimenes, MR 6 HEREe AEl
Table B.—Indexes of Foreign Currency Price of the U.S. Dollar
[December 1980=100]
1995 1996 1995 1996
\% | I i \% Dec. | Jan. | Feb. | Mar. | April | May | June | July | Aug. | Sept. | Oct. | Nov. | Dec.
Trade-weighted average against 10 currencies® ..........co..coovenes 929| 95.1| 96.8| 958| 96.7|| 936| 949 951| 952| 96.2| 97.1| 97.0( 96.0| 952| 96.2| 96.8| 957| 97.6
Selected currencies: 2
CANALA ..vovevveeoeeseseesssessssseessssessssses oo ssssessseess 1134| 1145| 114.1| 114.6| 1129]|| 1145| 114.3| 115.0| 114.2| 113.6| 1145| 114.2| 1145| 114.7| 1145| 112.9| 111.9| 1139
European currencies:
BEIGIUM vvvvevvvvvereecsseessssnsssessssssssessssssssessssssssesssessssssses 926| 95.4| 989| 975| 996|| 936| 95.1| 952| 96.0| 97.7| 99.6| 99.3| 97.8| 965| 98.1| 99.4| 985| 101.0
France 108.2| 110.7| 113.2| 111.9| 113.6|| 108.8| 110.1| 110.8| 111.1| 112.1| 1139 113.7| 111.7| 111.2| 112.7 | 113.4| 112.3| 115.1
Germany 724\ 747\ 74| 762| T79|| 733| 744| 746| 75.2| 765| 779| 77.7| 76.4| 754| 767| 77.7| 76.9| 79.0
ltaly .......... 170.7| 168.1| 166.3| 162.9| 162.9|| 169.8| 169.8| 167.2| 167.2| 167.2| 167.2| 164.6| 164.6| 162.1| 162.1 | 162.1| 162.1| 164.6
Netherlands 747| 770| 79.7| 786| 80.4|| 755| 76.7| 769| 77.4| 78.7| 80.2| 802| 789| 77.9| 79.| 80.3| 79.4| 816
Switzerland ... 646| 669| 69.8| 68.7| 723|| 653| 66.3| 67.2| 67.1| 68.4| 704| 70.6| 69.2| 675| 69.3| 70.7| 71.6| 74.6
United Kingdom 150.5| 153.4| 154.1| 151.1| 143.4 || 152.4| 153.6| 152.9| 153.7| 154.9| 155.0| 152.3| 151.2| 151.5| 150.6 | 148.0| 141.2| 141.1
Japan 483| 504| 51.2| 51.9| 538|| 485| 503| 50.4| 504| 51.0| 50.6| 51.9| 520| 51.3| 523| 535| 535| 543

1. Currencies of Belgium, Canada, France, Germany, Italy, Japan, Netherlands, Sweden

, Switzerland, and United

Kingdom. Data: Federal Reserve Board. Monthly and quarterly average rates. Index rebased by BEA.

2. Data: Federal Reserve Board. Monthly and quarterly average rates. Indexes prepared by BEA.
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and other countries to meet the convergence re-
quirements for implementation of the European
Monetary Union (EMU).

The dollar appreciated to a 45-month high at
quarterend against the Japanese yen; despite some
recovery in the Japanese economy, the quarterly
real growth pattern remained erratic, and substan-
tially higher yields were available on assets abroad
than on Japanese assets. Yields on U.S. Govern-
ment bonds exceeded those on Japanese bonds
by 400 basis points, and U.S. and most foreign
stock prices increased strongly in the quarter, while
Japanese stock prices declined 10 percent; the de-
cline in Japanese stock prices partly reflected the
failure of several Japanese financial institutions and
a further decline in the value of Japanese bank
assets. In this environment, net capital outflows
from Japan were large in October and November;
some of these outflows were into German marks.

The dollar depreciated 5 percent against the
British pound. Rising interest-rate differentials in
favor of British assets, stronger expansion than in
some other European countries, and the pound’s
isolation from some of the uncertainties surround-
ing other European currencies led the pound to its
highest level against the dollar in 4 years.

CHART 3

Interest-Rate Differentials
(Plus (+) Indicates Differentials in Favor
of U.S. Dollar Assets)

Percentage points
6

LONG TERM'
4
) W
Germany,
0 W
2l ... [ R [ R
6
SHORT TERM *
4 Japan\ Germany,
2
0
-2
e [ [ [
1994 1995 1996

1. Interest rate on U.S. Government bonds (composite over 10 years) less interest
rate on Japanese Central Government bonds. Interest rate on U.S. Government
bonds (composite over 10 years) less interest rate on German 7-15 year public
sector bonds. Data OECD.

2. Interest rate on 90-day Eurodollar deposits less Japanese CD rate. Interest rate
on 90-day Eurodollar deposits less German interbank rate.

Data: Federal Reserve Board.

U.S. Department of Commerce, Bureau of Economic Analysis

The dollar appreciated 5 percent against the
Mexican peso, mostly in October and November,
following a several quarters of relative stability.

Current Account

Goods and services

The deficit on goods and services decreased to
$26.3 billion in the fourth quarter from $34.3 bil-
lion in the third. The deficit on goods decreased
substantially, and the surplus on services increased.

Goods—The deficit on goods decreased to $45.3
billion in the fourth quarter from $51.9 billion in
the third. The reduction resulted from a much
larger increase in exports than in imports.

Exports—Exports increased $8.2 billion, or 5
percent, to $158.4 billion in the fourth quarter.
Quantity increased 7 percent.” Nonagricultural
goods accounted for nearly all of the increase in
value.

Nonagricultural exports increased $7.8 billion,
or 6 percent, to $142.9 billion. Quantity in-
creased 6 percent. Nearly three-fourths of the
increase in value was attributable to capital goods.
Within capital goods, almost 40 percent of the
increase was accounted for by a surge in aircraft
deliveries. ~Among other capital goods, semi-
conductors and telecommunications equipment
recovered somewhat after three quarters of de-
cline; however, computers, peripherals, and parts
again changed little. Industrial supplies and ma-
terials increased only moderately, largely in energy
products, chemicals, and paper and paper prod-
ucts. Consumer goods also increased. Automotive
products decreased, reflecting a drop in parts
shipped to Canada as a result of strikes against a
U.S. manufacturer during the quarter.

Agricultural exports increased $0.4 billion, or
3 percent, to $15.4 billion. Quantity increased 10
percent. The increase in value was attributable to
corn, largely to the Republic of Korea and other
developing countries in Asia; cotton, to the devel-
oping countries in Asia; and soybeans, largely to
Western Europe and China. The prices of soybeans
and wheat fell sharply in the quarter.

Imports—Imports increased $1.7 billion, or 1
percent, to $203.7 billion in the fourth quar-
ter. Quantity was unchanged. Petroleum and
nonpetroleum imports each accounted for about
one-half of the increase in value.

2. Quantity estimates are in chained (1992) dollars; price indexes are chain-
type measures.
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Nonpetroleum imports increased $0.9 billion,
or less than 1 percent, to $184.9 billion. Moder-
ate increases in consumer goods and capital goods
were partly offset by a sizable drop in automo-
tive products; passenger cars and parts imported
from Canada fell substantially as a result of strikes
against a U.S. manufacturer.

Petroleum imports increased $0.8 billion, or 4
percent, to $18.8 billion. The increase was at-
tributable to a rise in price to an average $22.31 per
barrel from $19.57 per barrel. The average number
of barrels imported daily decreased to 9.21 mil-
lion from 10.04 million. Consumption increased 3
percent, production changed little, and inventories
were down 2 percent.

Services—The surplus on services increased to
$19.0 billion in the fourth quarter from $17.6 billion
in the third. Travel and passenger fares accounted
for most of the increases in both service receipts
and service payments.

Foreign visitors spent $16.5 billion in the United
States, up 5 percent. Receipts from overseas visi-
tors were $14.1 billion, up 7 percent; receipts from
Canada were $1.7 billion, up 4 percent; and receipts
from Mexico were $0.7 billion, down 7 percent.
U.S. travelers spent $12.5 billion abroad, up 5 per-
cent. Payments to overseas residents were $9.9
billion, up 7 percent; payments to Canada were
$1.1 billion, up 4 percent; and payments to Mexico
were $1.4 billion, down 4 percent.

Passenger fare receipts were $5.0 billion, up 5
percent, and passenger fare payments were $3.7
billion, also up 5 percent.

“Other” transportation receipts increased $0.2
billion, to $7.5 billion, as a result of higher
port expenditure receipts; “other” transportation
payments were unchanged at $7.5 billion.

Royalties and license fee payments decreased
$0.4 billion, to $1.6 billion; third-quarter payments
had been boosted by a one-time $0.5 billion pay-
ment for broadcast rights to the Summer Olympic
Games.

“Other” private service receipts were virtually
unchanged at $17.0 billion, and “other” private
service payments increased $0.2 billion, to $9.7 bil-
lion, as a result of higher payments for financial
services.

Transfers under U.S. military sales contracts
were $3.9 billion, up from $3.3 billion, as a result of
abunching in deliveries of armored vehicles to sev-
eral countries. Direct defense expenditures abroad
were unchanged at $2.8 billion.

Investment income

The deficit on investment income decreased to $2.4
billion in the fourth quarter from $4.1 billion in the
third, as receipts increased more than payments.

Direct investment income.—Income receipts on
U.S. direct investment abroad increased to $27.3
billion in the fourth quarter from $23.9 billion
in the third. Earnings were especially strong in
Western Europe and were spread across finance,
manufacturing, and petroleum affiliates.

Income payments on foreign direct investment
in the United States were $9.0 billion in the fourth
quarter, down slightly from $9.1 billion in the third.
A decrease in interest payments was nearly offset
by an increase in earnings.

Portfolio investment income.—Receipts of income
on “other” private investment were $24.5 billion
in the fourth quarter, up from $23.6 billion in the
third, mostly as a result of higher claims. Payments
ofincome on “other” private investment were $26.1
billion, up from $25.2 billion, mostly as a result of
higher liabilities.

Receipts of income on U.S. Government assets
dropped to $0.8 billion from $1.3 billion. In the
first three quarters, receipts had been boosted by
interest earned on holdings of Mexican pesos un-
der short- and medium-term swap arrangements;
however, the Mexican Government repaid a large
part of the swaps in the third quarter so that U.S.
holdings of pesos were considerably lower in the
fourth quarter. Payments of income on U.S. Gov-
ernment liabilities were $19.9 billion, up from $18.5
billion.

Unilateral transfers

Net unilateral transfers were $12.6 billion in the
fourth quarter, up from $9.5 billion in the third.
Nearly all of the increase was attributable to U.S.
Government grants, which rose to $5.4 billion from
$2.6 billion as a result of cash grants to Israel—$1.8
billion under the credit waiver program to finance
military purchases and $1.2 billion to finance eco-
nomic purchases. These funds were drawn in their
entirety as soon as the U.S. Congress appropriated
funds early in the new fiscal year.

Capital Account

Net recorded capital inflows—that is, net changes
in U.S. assets abroad less net changes in foreign
assets in the United States—were $68.0 billion in
the fourth quarter, compared with net inflows of
$69.7 billion in the third, as both U.S. assets abroad

Apriligg9y
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and foreign assets in the United States accelerated
by about the same amount.

U.S. assets abroad

U.S. assets abroad increased $114.1 billion in the
fourth quarter, compared with an increase of $73.3
billion in the third. Directinvestmentoutflowsand
U.S. claims on foreigners reported by U.S. banks
were sharply higher in the fourth quarter than in
the third.

U.S. official reserve assets—U.S. official reserve
assets increased $0.3 billion in the fourth quar-
ter, following a $7.5 billion decrease in the third.
The decrease in the third quarter was largely
from repayment of Mexican swap arrangements

(table C).

Claims reported by U.S. banks—U.S. claims on
foreigners reported by U.S. banks increased $56.7
billion in the fourth quarter, compared with an
increase of $33.2 billion in the third.

Banks’ own claims payable in dollars increased
$56.2 billion in the fourth quarter, following an $8.7
billion increase in the third. The increase in the
fourth quarter was to meet the surge in demand
for dollar credits in the Eurodollar market, to fi-
nance corporate merger and acquisition activity,
which remained strong, and to finance substantial
net foreign purchases of U.S. Treasury securities.
Lending to offices in the Caribbean and London
for yearend bookkeeping purposes was sizable, but
not as large as in some recent years. Lending by
U.S. securities dealers to international bond funds
in the Caribbean also surged, primarily in Novem-
ber and December; a large part of this lending was
likely in the form of resale agreements. Some of the
funding for these loans was obtained from abroad.

Foreign securities—Net U.S. purchases of foreign
securities were $27.0 billion in the fourth quarter,
up from $22.9 billion in the third.

Net U.S. purchases of foreign bonds were $17.1
billion, up from $14.9 billion, largely reflecting
strength in new foreign bond issues in the United
States. By type of issuer, new issues by private
corporations increased to $11.2 billion from $6.4
billion. By country, new issues from the emerg-
ing countries of Asia and Latin America increased
to $11.2 billion from $9.4 billion. Gross trading
activity (purchases plus sales) increased 15 percent.

Net U.S. purchases of foreign stocks were $9.9
billion, up from $8.0 billion. Net purchases in the
United Kingdom were $4.1 billion, up from $1.7
billion; net purchases in other European countries
were also up. Net purchases in emerging market
countries were down slightly, but remained strong.
Gross trading activity increased 28 percent.

Direct investment.—Net capital outflows for U.S.
direct investment abroad were $29.8 billion in the
fourth quarter, compared with $9.1 billion in the
third. A large shift to intercompany debt outflows,
a strong increase in reinvested earnings, and an in-
crease in equity capital outflows contributed to a
step-up in total outflows to a level that was some-
what higher than in the first two quarters of 1996.
The $14.6 billion shift to intercompany debt out-
flows was more than accounted for by transfers
of funds from U.S. parents to financial affiliates
abroad, mostly to securities brokers and dealers in
the United Kingdom.

Foreign assets in the United States

Foreign assets in the United States increased $182.0
billion in the fourth quarter, compared with an
increase of $143.0 billion in the third. Net foreign

Table C.—Selected Transactions with Official Agencies

[Millions of dollars]

1005 | 10060 | Shange: 199 19% Clanee
I I o ow I o [owe |y

Changes in foreign official assets in the United States, net (decrease -) (table 1, line 49)

109,757 | 122,778

13,021 21,822 | 37,380 | 39,186 | 11,369 | 52,021 | 13,566 | 24,235| 32,956 | 8,721

Industrial countries * 23,081 66,225| 43,144| 14,067| 7,175| 5,483| -3,644| 39,785| 10,697 | 11,154 | 4,589 | -6,565

Members of OPEC 2 3,959 13573 9,614 -412| -341| 6,147| -1,435| -992| 5555| 5479| 3531| -1,948

Other countries 82,717 | 42,980| -39,737| 8,167 30,546 | 27,556 | 16,448 | 13,228 | 2,686 | 7,602| 24,836 | 17,234
Changes in U.S. official reserve assets, net (increase -) (table 1, line 34) ... -9,742| 6,668 16,410| -5,318| -2,722 | -1,893 191 17| -523| 7,489| -315| -7,804
Activity under U.S. official reciprocal currency arrangements with foreign monetary

authorities: 3

Foreign drawings, or repayments (=), net 11,800| -8,300( -20,100| 5,000/ 5,000/ 2,500| -700

Drawings ... 18,800 | ..coocvveece. -18,800| 6,000/ 7,000/ 4,500| 1,300

Repayments ... -7,000| -8,300| -1,300 -1,000 -2,000 | -2,000 | —-2,000
" Revised. 3. Consists of transactions of the Federal Reserve System and the U.S. Treasury Department's Exchange Sta-
P Preliminary. bilization Fund.

1. Western Europe, Canada, Japan, Australia, New Zealand, and South Africa.
2. Based on data for Ecuador, Venezuela, Indonesia, and other Asian and African oil-exporting countries. Begin-
ning in January 1993, excludes Ecuador.
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purchases of U.S. Treasury securities by private
foreigners were substantially higher in the fourth
quarter than in the third, and U.S. liabilities
reported by U.S. banks shifted to a sizable increase.

Foreign official assets.—Foreign official assets in the
United States increased $33.0 billion in the fourth
quarter, compared with an increase of $24.2 billion
in the third. In the fourth quarter, assets of non-
opec developing countries increased at more than
triple the pace in the third quarter, while assets of
industrial countries slowed to only a small increase
(table C).

Liabilities reported by banks—U.S. liabilities re-
ported by U.S. banks other than U.S. Treasury
securities increased $33.2 billion in the fourth quar-
ter, in contrast to a $1.2 billion decrease in the
third.

Banks’ own liabilities payable in dollars increased
$40.0 billion in the fourth quarter, following a $2.4
billion decrease. U.S. banks borrowed heavily to fi-
nance the simultaneous increases in domestic and
foreign demand for dollar credits, which included
dollar credits to finance the surge in net foreign
purchases of U.S. Treasury securities by private
foreigners. Most of the borrowing was from of-
fices in the Caribbean and London, particularly
in October and December. U.S. banks’ liabilities
payable in foreign currencies decreased $7.3 billion,
following a $0.5 billion decrease.

U.S. Treasury securities—Net foreign purchases of
U.S. Treasury securities were a record $67.3 billion
in the fourth quarter, up from $43.4 billion in the
third. Sharply rising bond prices, a large inter-
est differential in favor of U.S. assets over foreign
assets, and dollar appreciation were major factors
contributing to the surge.

Net purchases by international bond funds in the
Caribbean accelerated to $28.5 billion from $s.5 bil-
lion; large net purchases, mostly in November and
December, were partly financed by borrowing from
U.S. securities dealers. Net purchases by Western
Europe remained strong at $28.3 billion, compared
with $27.5 billion. Net purchases by Japan and
other Asian countries accelerated to $16.6 billion
from $12.6 billion. Gross trading activity increased
31 percent.

Other U.S. securities—Net foreign purchases of
U.S. securities other than U.S. Treasury securities
were $31.7 billion in the fourth quarter, down from
$34.8 billion in the third.

Net foreign purchases of U.S. corporate and
other bonds were $30.8 billion, down from $33.3
billion. New bond issues sold abroad by U.S. cor-

porations remained strong at $14.6 billion, up from
$13.7 billion. Net foreign purchases of outstanding
corporate bonds dropped to $3.4 billion from $7.4
billion. Net foreign purchases of outstanding and
newly issued U.S. agency bonds increased slightly
to $12.8 billion from s12.2 billion. Gross trading
activity of corporate and other bonds increased 43
percent.

Net foreign purchases of U.S. stocks were $1.0
billion, down from $1.6 billion. Although U.S.
stock prices rose 8 percent on strong corporate
earnings, net purchases weakened. However, gross
trading activity increased 31 percent and was heavy
throughout the quarter.

Direct investment.—Net capital inflows for foreign
direct investment in the United States were $16.8
billion in the fourth quarter, compared with $21.1
billion in the third. A large shift to intercompany
debt outflows to foreign parent groups more than
accounted for the drop. Equity inflows accelerated
strongly as a result of several large acquisitions by
investors from Western European countries.

THE YEAR 1996

The U.S. current-account deficit increased to $165.1
billion in 1996 from $148.2 billion in 1995. The
deficits on goods and services and on investment
income increased, as did net unilateral transfers
(table D).

In the capital account, the increase in U.S. assets
abroad changed little, while the increase in foreign
assetsin the United States was sharply higher. Con-
sequently, net capital inflows to the United States
increased by a very substantial amount.

The statistical discrepancy—errors and omis-
sions in recorded transactions—was an outflow of
$53.1 billion in 1996, in contrast to an inflow of $31.5
billion in 1995. The large shift is partly a reflection
of the volatility in financial flows in both years.

The following are highlights for the year 1996:

e Goods exports and goods imports each in-
creased one-half as much as in 1995. Ex-
ports reflected the second year of slowing in
economic expansion in industrial countries
abroad; expansion in both 1995 and 1996 was
considerably slower than the peak expansion
in 1994. Imports reflected the second year of
slower expansion in the U.S. economy; growth
in 1995 and 1996 averaged 2.2 percent, well
below the 3.5-percent growth in 1994.

e The pace of expansion in securities transac-
tions far exceeded the more moderate pace of
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expansion in international banking transac-
tions. Net foreign purchases of U.S. Treasury
securities by private foreigners exceeded by a
substantial margin the record established in
1995. Likewise, net foreign purchases of U.S.
securities other than U.S. Treasury securities
exceeded by a substantial margin the record
established in 1995. Gross trading activity in
these securities transactions was 25 percent
greater than in 1995.

e U.S. banks were more active in international
markets than in recent years, borrowing and
leading in response to strong demands for dol-
lar credits both at home and abroad. Some of
the banking activity was intertwined with, and
an integral part of, securities transactions, in-
cluding transactions in derivative instruments
and repurchase agreements. Thus, capital in-
flows to U.S. banks were especially large in the
fourth quarter to meet the simultaneous surge
in both domestic and international loan de-
mand, and capital outflows from U.S. banks
were especially large in the second half of the
year in order to meet the demand for dollar
credits at banking offices abroad and to finance
large net foreign purchases of U.S. securities.

e Net capital inflows for foreign direct invest-
ment in the United States eclipsed by a sub-
stantial amount the record inflows established
during the last boom in 1987-89.

U.S. dollar in exchange markets—The U.S. dollar
appreciated 4 percent on a trade-weighted average
basis from the end of December 1995 to the end
of December 1996. On a bilateral basis, the dollar
appreciated 8 percent against the German mark
and 12 percent against the Japanese yen, and it
depreciated 7 percent against the British pound
(table B, chart 1).

The dollar’s appreciation from its recent low in
April 1995 to the end of December 1996 was 8

percent on a trade-weighted average basis. On
a bilateral basis, the dollar appreciated 13 percent
against the German mark and 36 percent against
the Japanese yen, and it depreciated 3 percent
against the British pound.

In the first half of 1996, perceptions were wide-
spread that monetary easing in Europe would
proceed at a faster pace than in the United States,
given the slowing of expansion in Europe and
given the strengthening of expansion in the United
States. These perceptions were supported by the
release of weak economic data for Germany, while
economic data for the United States indicated a
pickup from weak growth in the second half of
1995. Thus, U.S. bond prices weakened because
of inflationary fears, which pushed yields substan-
tially higher, simultaneous with a continued strong
increase in U.S. stock prices. These developments
led to a sizable increase in interest-rate differentials
in favor of U.S. assets over European assets and
provided considerable support to the dollar in ex-
change markets. Interest-rate differentials of U.S.
assets over Japanese assets were even larger than
those over European assets, as Japanese interest
rates reflected an economy that had failed to grow
throughout 1995 and that had shown only erratic
growth in the first half of 1996. Japanese mone-
tary authorities were reported to have intervened
in exchange markets to limit the rise of the yen
against the dollar at times during the first quarter
when market participants expected that Japanese
interest rates might rise.

The dollar’s advance was briefly interrupted in
July, when a 10-percent decline in U.S. stock prices
contributed to a sharp, temporary drop in the value
of the dollar against most foreign currencies. In
other developments in the third quarter, release of
the June nonfarm payroll report in July suggested
strengthening in the U.S. economy and implied
a possible tightening of monetary policy. How-
ever, subsequent inflation reports indicated that

Table D.—Selected Balances on U.S. International Transactions
[Millions of dollars, quarters seasonally adjusted]

1996
1994 1995 1996 P
Ir I nr VP
GOOGS DAIANCE ... -166,121 -173,424 -187,674 -43,127 -47,370 -51,869 —45,308
Services, net 61,742 68,360 73,467 18,497 18,412 17,590 18,963
INVESIMENt INCOME, NEL ..ot -4,159 -8,016 -8,416 311 -2,215 -4,098 -2,414
DIFECE, NEL oo 47,429 57,465 64,443 16,586 14,878 14,722 18,258
Other Private, ML .........cvrvriirieeieeeer s -8,668 -8,913 -6,081 -1,316 -1,507 -1,594 -1,664
U.S. Government, net -42,920 -56,566 -66,778 -14,959 -15,586 -17,226 -19,008
Unilateral transfers, net -39,866 -35,075 —42,472 -10,955 -9,420 -9,476 -12,621
Current account balance -148,405 -148,154 -165,095 -35,274 -40,593 47,853 -41,380

" Revised.
P Preliminary.
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inflation remained moderate, and the release of  from domestic to international portfolios at the
the July and August Federal Open Market Com-  start of the Japanese fiscal half-year on October 1.
mittee meeting results confirmed that monetary =~ Consequently, the dollar continued to appreciate
policy was unchanged. In Europe, interest rates  strongly against the yen through yearend.
in many European countries drifted lower, and The dollar traded in a narrow range against
in Germany, the Bundesbank lowered the repur-  the British pound for much of the year. How-
chase rate 30 basis points. Anticipated downward  ever, in the fourth quarter, a sharp rise in British
pressures on European currencies during the re-  short-term interest rates and the release of re-
lease of government budgets did not materializeas ~ ports indicating an acceleration in British real cpp
countries sought to meet the stringent economic  growth led to a sizable decline of the dollar against
convergence criteria required for membership in  the pound.
the European Monetary Union. In Japan, the value Against the newly industrialized countries of the
of the yen against the dollar fell further in August ~ Far East, the U.S. dollar appreciated 9 percent
and September, when the release of the second-  against the South Korean won and appreciated
quarter Gpp report indicated that the Japanese 1 percent against the Taiwan dollar. The dollar
economic recovery was not yet firmly established. = was unchanged against the Hong Kong dollar and
. . . depreciated 1 percent against the Singapore dollar.
Early in the fourth quarter, additional economic P P 5 &P
data confirmed the erratic pattern of the Japanese
recovery, and Japanese stock and bond prices de- Current Account
clined by substantial amounts, reflecting a further .
deterioration in confidence in the economy, fail- Goods and services
preshof severallﬁnan?al 1nst11c‘;utlogs,lgnd ‘dec‘hnes The deficit on goods and services increased to
}[I}ht e asset va ue;;)f mar.lyl‘ n?naa 1fnst1tul;[10nds. $114.2 billion in 1996 from $105.1 billion in 1995.
¢ 1nterest—ral§e :i erential in a\l;orp U.S.bon ; The larger deficit on goods more than accounted
over Japanese onds rose to 400 basis points, an for the increase; the surplus on services increased.
Japanese stock prices fell while those in the United
States continued to rise. In this environment,large =~ Goods.—The deficit on goods increased to $187.7
capital outflows in search of much higher returns  billion in 1996 from $173.4 billion in 1995 and
available on foreign assets put downward pressure  $166.1 billion in 1994. Both exports and imports
on the yen. In October and November, net capital ~ increased, but by only about one-half the dol-
outflows from Japan exceeded 1 trillionyen ($9 bil-  lar amounts they had increased in 1995 (tables E
lion) each month. Another factor that contributed  and F).
to capital outflows was the reported reallocation by U.S. exports slowed sharply in 1996 from a record
Japanese financial institutions of additional funds  increase in 1995, reflecting considerably slower eco-
Table E.—U.S. Trade in Goods, Current and Chained (1992) Dollars
[Balance of payments basis, millions of dollars, quarters seasonally adjusted]
Current dollars Chained (1992) dollars *
1996 1996
1994 | 1995 | 10967 1994 | 1995 | 10967
I" e | | ove I" el | e
Exports 502,463 | 575,940 | 611,669 | 150,032 | 153,120 | 150,144 | 158,373 | 504,873 | 560,498 | 605,620 | 146,802| 150,709 | 149,100 | 159,009
Agricultural products 47,062 57228| 61436| 15865| 15109| 15032| 15430| 44,457 49576| 48,633| 12662 11420| 11671| 12,880
Nonagricultural products .. 455401 | 518,712 550,233 | 134,167 | 138,011 | 135112 | 142,943 | 460,584 | 510,960 | 557,594 | 134,301 | 139,546 | 137,589 | 146,158
Foods, feeds, and beverages . 42,017| 50533| 55493| 13991| 13887| 13742| 13873| 40266 44,623| 44,086| 11,175 10505 10728| 11678
Industrial supplies and materials . 121552 | 146,375 | 147,660 | 36,687 37,792| 3573L| 37,450 | 113,796| 120,883 | 127,851| 31410| 32834| 31070| 32,537
Capital goods, except automotive ... 205247 | 233776 | 252918 | 62,043| 62,996 | 61077| 66,802 219,902 | 256,036 | 289,040| 69,322| 71505| 70.446| 77,767
Automotive vehicles, parts, and engines - 57,777| 61827| 64460| 15476| 15738| 16,700| 16546| 56,732 59,069 61875 14:881| 15118| 16,027| 15849
Consumer goods (nonfood), except automotive 50981 | 64,425 70160| 16939| 17.610| 17.267| 18344| 50078| 62:608| 67280| 16303| 16,884| 16539| 17,554
EXPOMS, NE.C. v 15889| 19,004 20978| 4896| 5007| 5627| 5358 15831| 18284| 20126| 4690| 4859| 5400 5177
Imports 668,584 | 749,364 | 799,343 | 193,159 | 200,490 | 202,013 | 203,681 | 675,511 | 737,169 | 793,241| 191,057 | 198,309 | 201,409 | 202,466
Petroleum and products 51276| 55080| 68297| 14030| 17563| 17.952| 18752| 60,206| 59,176| 59,748| 13836| 15542| 15845| 14525
Nonpetroleum products .. 617,308 | 694,284 | 731,046 | 179129 | 182,927 | 184,061 | 184,929 | 615,086 | 676,674 | 731,929 | 176,830| 182,562 | 185,172 | 187,365
Foods, feeds, and beverages 30957| 33176| 35704| 8576 8994 8969| 9,165| 28,692| 29314 32150 7.861| 7938| 8131| 8220
Industrial supplies and materials - 164,862 | 183818 | 204,383| 46:830| 53016 52242| 52,295| 172,497 | 176,278 | 185,254 | 43:807| 48,100| 47,666 | 45,672
Capital goods, except automotive ... 184,366 | 221,431| 228,959 | 58528 | 56,564 56413| 57.454| 196,553 | 240,462 | 268,624 | 66,059 | 65925 66,999 | 69,641
Autorotive vehicles, parts, and engines . 118268 | 124,73 | 130,085 | 31,240| 32,765| 33919| 32,161 | 112,551 | 115381 | 119.426| 28687| 30.115| 31118| 29506
Consumer goods (nonfood), except automotive 146,358 | 160,010 | 171,118 41,016| 41,751| 43,275| 45,076 144,141 155,012 | 165,067 | 39,438| 40,223| 41,812| 43,594
Imports, n.e.c., and U.S. goods returned 23,773 | 26,156| 29,094 6,969 7,400 7,195 7530| 23,279| 24,880| 27,835 6,650 7,061 6,898 7,226

" Revised.
P Preliminary.

1. Because chain indexes use weights of more than one period, the corresponding chained dollar estimates are

usually not additive.
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nomic expansion in the industrial countries abroad
and slightly slower economic expansion in the de-
veloping countries of Asia. On an annual basis,
economic expansion in Germany and the other
continental European countries, in the United
Kingdom, and in Canada slowed further in 1996
from 1995. Expansion in Japan was faster. Expan-
sion in the developing countries of Asia was slightly
slower thanin1995, while expansion in Latin Amer-
ica (especially in Mexico) was faster than in 1995.
When measured as a percent change from four
quarters earlier, some countries showed a pickup
in expansion within the year 1996 (chart 4).

U.S. imports also slowed sharply from a record
increase in 1995, reflecting the second year of slower
growth in the U.S. economy. Growth in U.S. real
gross domestic product (Gpp) was 2.4 percent in
1996 and 2.0 percent increase in 1995; both years
were well below real gpp growth of 3.5 percent in
1994.

Domestic prices of exports decreased in 1996:
The largest declines were in industrial supplies
and materials and in capital goods; price increases
for agricultural goods remained high (table G).
However, prices increased slightly for many major

Exports—Nonagricultural exports increased $31.5
billion, or 6 percent, to $550.2 billion in 1996, down
sharply from a 14-percent increase in 1995. Quan-
tity increased 9 percent, down from an 11-percent
increase. In value, nonagricultural industrial sup-
plies and materials slowed to a $2.2 billion increase
in 1996 from a $22.9 billion increase in 1995, and
capital goods slowed to a $19.1 billion increase
from a $28.5 billion increase in 1995. Consumer
goods increased slightly more than in 1995, and
automotive products increased less (chart 5).

Capital goods increased $19.1 billion, or 8 per-
cent, to $252.9 billion in 1996, down from a
14-percent increase in 1995. Quantity increased 13
percent, down from a 16-percent increase. Prices
of capital goods declined 4 percent, following a
2-percent decline; prices of computers and semi-
conductors declined at a considerably more rapid
pace than in 1995, while prices of other capital

CHART 4

Major Industrial Countries:

X . X ’ Real GDP
categories when converted into foreign currencies, .
L. . i Percent change from four quarters earlier
as depreciation of foreign currencies offset much 8
of the decrease in domestic prices or added to
domestic price increases (table H). .
. . Canada
Dollar prices of most imports decreased or
changed little in 1996. However, the prices of 4 | United States
nonpetroleum industrial supplies and materials AN
increased somewhat, and prices of petroleum 2
increased sharply.
0 7
aa /\United Kingdom
. . -2 4
Table F.—Percent Changes in U.S. Trade in Goods,
Current and Chained (1992) Dollars o
[Balance of payments basis] -4
8
Current dollars Chained (1992) dollars
1994 | 1995 | 1996P | 1994 | 1995 | 1996P 6
Exports 10.0 14.6 6.2 9.3 11.0 8.1
Agricultural products 771 216 7.4 33 11.5| -1.9 4
Nonagricultural products 10.2 13.9 6.1 10.0 10.9 9.1
Foods, feeds, and beverages 33 20.3 9.8 1 10.8 -1.2
Industrial supplies and materials .. 87| 204 .9 22 6.2 5.8 2
Capital goods, except automotive ... 12.7 13.9 8.2 16.3 16.4 12.9
Automotive vehicles, parts, and engines .. 10.0 7.0 43 8.9 57 32
Consumer goods (nonfood), except automotive 9.7 74 8.9 9.4 6.0 7.5 0
EXPOMS, N.E.C. oot 6.0 19.6 104 55 155 10.1
Imports 134 121 6.7 12.7 9.1 7.6
Petroleum and products -4 74| 240 6.2 -17 1.0 2
Nonpetroleum products 14.7 12.5 5.3 13.4 10.0 8.2
Foods, feeds, and beverages ... 11.1 7.2 7.6 25 2.2 9.7 4 N R T B
Industrial supplies and materials .. 8.2 115 11.2 8.5 2.2 51 -
Capital goods, except automotive ... 211 201 34| 235 223 11.7 1991 1992 1993 1994
Automotive vef&icl?s, pf’clrtz,) and engines .. 15.5 55 43 11.7 25 35 1. Data not shown for earlier years because of effects of unification on GDP growth.
Consumer goods (nonfood), except automotive 9.2 9.3 6.9 84 75 6.5 ] ;
Imports, n.e.c., and U.S. goods returned 169 100| 112| 146 69| 119 Data: International Monetary Fund. ) )
U.S. Department of Commerce, Bureau of Economic Analysis

P Preliminary.
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goods increased at about the same pace as in 1995.
In value, semiconductors increased only 4 percent
in 1996 after a 36-percent increase in 1995, as a re-
sult of an oversupply that began in late 1995 and
continued throughout most of 1996. Exports of
semiconductors had grown exceptionally rapidly
in 1991—95. Computers, peripherals, and parts
slowed to a 10-percent increase from a 19-percent
increase in response to a marked slowing in sales;
exports of these items had grown exceptionally
rapidly in 1994-95. Telecommunications equip-
ment was unchanged in 1996, following 4 years of
exceptional growth. “Other” industrial, agricul-
tural, and service industry machinery also slowed,
reflecting slower economic expansion in major in-
dustrial countries. Partly offsetting the slowing in
all of these categories was a substantial increase in

Table G.—Percent Changes in U.S. Goods Trade
Chain-Weighted Price Indexes
[Based on index numbers (1992=100)]

1994 | 1995 | 1996 P

Exports 0.6 33| -18
Agricultural products . 42| 9.0 9.4
Nonagricultural products ... 2| 26| -28
Foods, feeds, and beverages 32 85 111
Industrial supplies and materials .. 64| 133| -46
Capital goods, except automotive =31 -21| -42
Computers, peripherals, and parts .. -105| -155| -23.3
Civilian aircraft, engines, and parts . 2.9 34 3.8
Other capital goods ..........ccccoueverennn. 2.7 2 7
Automotive vehicles, parts, and engines . 9 13 11
Consumer goods (nonfood), except automotive 3 14 14
EXPOMS, N.8.C. woourverecrvierrinsnriesseeisseeiseeniiens 6| 36 2
Imports 6 -1.0
Petroleum and products -6.2 22.8
Nonpetroleum products ... 1.2 -2.6
Foods, feeds, and beverages 8.3 -19

Industrial supplies and materials ..
Capital goods, except automotive ....
Computers, peripherals, and parts
Civilian aircraft, engines, and parts .

|
ol
o g
oo
|
=
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|
=
o
o

Other capital goods ..........ccccoueverennn. 1.0 -3.0
Automotive vehicles, parts, and engines . 33 7
Consumer goods (nonfood), except automotive 7 4
Imports, n.e.c., and U.S. goods returned 1.9 -6

P Preliminary.

Table H.—Percent Changes in Foreign Currency Cost of
U.S. Exports of Goods
[Based on index numbers (1992=100)]

1994 | 1995 | 1996P

Exports -1.4 -4.6 18
Agricultural products 22 .6 134
Nonagricultural products .. -18| -53 7

Foods, feeds, and beverages
Industrial supplies and materials ..
Capital goods, except automotive
Computers, peripherals, and parts
Civilian aircraft, engines, and parts ..
Other capital goods ..........cccccuenne
Automotive vehicles, parts, and engines ..
Consumer goods (nonfood), except automotive .
EXPOMS, NL8.C. wouveerneiireniinriisiinsisssse s

17| -64| 50
14| -44| 38

P Preliminary.

NoTe.—Chain-weighted price indexes multiplied by trade-weighted exchange rate index of the
currencies of Belgium, Canada, France, Germany, ltaly, Japan, Netherlands, Sweden, Switzer-
land, and the United Kingdom.

deliveries of aircraft and aircraft parts after 3 years
of recession in the industry (table I).

Industrial supplies and materials increased $1.3
billion, or 1 percent, to $1477 billion in 1996,
following an increase of 20 percent in 1995. Quan-
tity increased 6 percent in both years. Prices
decreased 5 percent, following a 13-percent in-
crease. Sizable price declines—particularly for
such key commodities as paper, iron and steel, and
chemicals—magnified the impact of slower eco-
nomic expansion abroad in 1996. In value, paper
and paper-based stocks decreased substantially in

CHART 5

Growth in U.S. Nonpetroleum Exports
and Imports of Goods
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1996, following an exceptionally large increase in ~ percent. Nonmonetary gold increased, offsetting
1995; a 27-percent decline in price contributed to  some of the decreases in value of other commodity
the decrease. One-third of the decrease in value  categories (tables F and J).

was with the major paper products markets of Automotive products increased $2.6 billion, or
Japan and Canada. Chemicals decreased a small 4 percent, to $64.5 billion in 1996, down from
amount in value, following exceptional increases  a 7-percent increase. Quantity increased 3 per-
in 1994 and 1995; prices declined 5 percent. De- cent, down from a 6-percent increase. In value,
creases in chemicals to Taiwan, China, and Mexico  shipments of trucks, buses, and automotive parts,
more than accounted for the decrease. Iron and  Jargely to Mexico, were higher than last year. The
steel products dropped in value; prices declined 4 increase in parts to Mexico and decrease in parts to

Table 1.—U.S. Trade in Capital Goods, Except Automotive
[Balance of payments basis, millions of dollars]

1991 1992 1993 1994 1995 1996 P
EXPOTES oottt 166,453 176,070 182,096 205,247 233,776 252,918
Computers, peripherals, and parts ... 27,293 28,763 29,317 33,320 39,654 43,700
Semiconductors ..........ceceeveennae 14,348 15,987 19,122 25,178 34,153 35,688
Telecommunications equipment 10,294 11,450 13,513 16,297 20,247 20,339
Scientific, hospital, and medical equipment and parts .... 9,221 9,930 10,569 11,522 13,073 14,752
Industrial, agricultural, and service industry machinery .........ocveemmernrrrnenens 25,017 26,291 28,422 31,920 37,087 40,082
Machine tools, metalworking equipment, and control instruments . 9,092 9,836 10,650 12,319 14,261 15,587
Oil drilling, mining, and construction machinery ...... 9,644 9,620 9,474 10,216 11,514 12,646
Industrial engines, pumps, and compressors ....... 6,220 6,658 7,506 9,176 10,159 10,235
Electric generating machinery, electric apparatus, and parts 14,608 15,480 16,959 19,674 23,039 24,039
Civilian aircraft, engines, PAIS ..o sessseens 36,587 37,725 32,678 31,475 26,129 30,846
Other capital gOOUS, NE.C. ....vverrvirieriierierirsee s 4,129 4,330 3,886 4,150 4,460 5,004
IMPOTES oot 120,802 134,252 152,305 184,366 221,431 228,959
Computers, peripherals, and parts ... 26,000 31,686 38,026 46,159 56,276 61,511
Semiconductors ...........ceceeveennae 13,084 15,475 19,482 26,156 39,043 36,713
Telecommunications equipment 9,939 10,776 11,275 14,185 15,332 14,345
Scientific, hospital, and medical equipment and parts .... 5,040 5,436 5,746 5,907 6,668 7,220
Industrial, agricultural, and service industry machinery 21,928 23,358 26,149 31,852 36,708 37,678
Machine tools, metalworking equipment, and control instruments . 7,172 7,055 8,040 9,804 12,245 13,445
Oil drilling, mining, and construction machinery ...... . 3,209 2,948 4314 5,325 5,481 5,642
Industrial engines, pumps, and compressors ....... . 3,264 3,618 4,094 5,758 6,175 6,268
Electric generating machinery, electric apparatus, and parts 14,260 15,336 17,421 20,029 24,150 24,773
Civilian aircraft, engines, PAIS ... eessseens 11,737 12,581 11,275 11,299 10,709 12,627
Other capital OOUS, NE.C. ....vvvrrvirreiriierieeirree s 5,169 5,983 6,483 7,892 8,644 8,737
P Preliminary.
Table J.—U.S. Trade in Industrial Supplies and Materials, Excluding Agricultural Products
[Balance of payments basis, millions of dollars]
1991 1992 1993 1994 1995 1996 P
EXPOTES oottt 101,682 101,688 105,002 112,556 135,478 137,651
ENEIGY PIOUUCES .oovvvevisiisciiserieisesissi s 15,170 14,364 12,713 12,039 13,771 15,401
Chemicals, excluding medicinals .. 30,444 29,840 30,082 35,135 42,986 42,386
Paper and paper base stocks ...... 8,706 9,298 8,483 10,104 14,487 12,473
Textile supplies and related materials .. 6,620 6,809 6,999 8,183 9,285 9,548
Building materials, except metals . 7,592 8,078 8,751 8,839 9,061 9,241
Other nonmetals ... 9,706 10,302 10,750 11,901 13,410 15,234
Metals and nonmetallic products ...... 23,444 22,997 27,224 26,355 32,478 33,368
Steelmaking materials and iron an 5971 5,405 5,443 5,790 8,574 7,549
Nonferrous metals ..........ccoeevveverveererinnennes 11,145 10,963 14,649 12,279 14,601 15,433
Other metals and nonmetallic products ... 6,328 6,629 7,132 8,286 9,303 10,386
IMPOTES oo 128,708 136,035 147,879 160,139 178,246 197,923
ENEIGY PIOGUCES oouvuiiveirerrscisieseesssisssse st sss s sssessnsens 56,279 56,820 57,390 58,079 61,093 75,297
Chemicals, excluding medicinals .. 15,290 16,872 18,081 21,359 25,552 26,881
Paper and paper base stocks ...... 8,450 8,232 8,320 8,930 12,880 10,883
Textile supplies and related materials .. 6,135 6,866 7,550 8,182 8,615 8,840
Building materials, except metals . 6,825 8,282 10,556 12,601 12,716 14,939
Other nonmetals 8,084 9,455 10,330 11,047 12,503 13,347
Metals and nonmetallic products 27,645 29,508 35,652 39,941 44,887 47,736
Steelmaking materials and iron and steel products 11,904 12,603 13,591 18,378 19,133 20,257
Nonferrous metals ..........ccoceveveveerervenennes 12,145 13,228 18,128 16,728 20,262 21,651
Other metals and nonmetallic products ... 3,596 3,677 3,933 4,835 5,492 5,828

P Preliminary.
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Canada reflected the continued relocation of pro-
duction to Mexico from Canada. Strikes at a U.S.
manufacturer late in the year also slowed parts and
passenger cars to Canada.

Consumer goods increased $5.7 billion, or 9 per-
cent, to $70.2 billion in 1996, up from a 7-percent
increase. Quantity increased 8 percent, followinga
6-percent increase. In value, shipments picked up
substantially to Latin America, especially Mexico,
and picked up slightly to Western Europe.

Agricultural products increased $4.2 billion, or
7 percent, to $61.4 billion in 1996, down from a
22-percent increase in 1995. The slowdown was
largely in quantity, which shifted to a 2-percent
decrease from a 12-percent increase. In value, a
recovery in world production of cotton sharply
reduced U.S. cotton exports, while shortfalls in
world production of feeds and grains led to record
U.S. corn and soybean exports. Wheat exports
reached the highest level since 1984.

Soybeans increased $1.9 billion, up 12 percent
in quantity and up 24 percent in price. In
value, increases were largely to China, Mexico, the
newly industrialized countries in Asia, and other
developing countries in Asia.

Corn increased $1.2 billion, down 16 percent in
quantity and up 32 percent in price. In value,
shipments to Mexico alone accounted for $o.7
billion of the rise, as severe drought spurred de-
mand for imported grains and feeds. Shipments
to Japan increased $0.6 billion, and shipments to
China decreased $0.6 billion as Chinese produc-
tion recovered from diminished output during the
1994—95 Crop year.

Wheat increased $o0.7 billion, down 4 percent
in quantity and up 17 percent in price. In value,
increases were mostly to Mexico, Brazil, Japan, and
Africa.

Cotton decreased $1.0 billion, down 15 percent in
quantity and up 11 percent in price, as foreign out-
put recovered and eased the tight supply situation
of last year.

Imports—Nonpetroleum imports increased $36.8
billion, or 5 percent, to $731.0 billion in 1996,
down from a 12-percent increase in 1995. Quan-
tity increased 8 percent, down from a 10-percent
increase. In value, capital goods slowed to a $7.5
billion increase in 1996 from a $37.1 billion increase
in 1995, and nonpetroleum industrial supplies and
materials slowed to a $7.3 billion increase from a
$15.2 billion increase. Automotive products and
consumer goods slowed by only small amounts
(chart s5).

Capital goods increased $7.5 billion, or 3 percent,
to $229.0 billion in 1996, down from a 20-percent

increase. Quantity increased 12 percent, down
from a 22-percent increase. Prices decreased 7
percent, following a 2-percent decrease, as com-
puter and semiconductor prices declined even
more rapidly than in 1995. In value, an over-
supply of semiconductors led to a $2.3 billion
decrease, following a $12.9 billion increase, and a
dropoff in sales of computers led to an increase
of only $5.2 billion, following an increase of $10.1
billion; growth had been exceptionally strong in
1991-95 for both semiconductor and computer im-
ports. Telecommunications equipment decreased
$1.0 billion, following an increase of $1.1 billion.
“Other” industrial, agricultural, and service in-
dustry machinery also increased by a substantially
smaller amount than in 1995 (table I).

Nonpetroleum industrial supplies and materi-
als increased $7.3 billion, or 6 percent in 1996,
down from a $15.2 billion increase. Quantity
increased 7 percent, compared with a 4-percent
increase. Prices decreased 2 percent, in contrast to
a 9-percent increase. In value, paper and paper-
base products decreased following an exceptionally
large increase in 1995; prices fell 8 percent in 1996,
following a 38-percent increase in 1995. Chem-
icals, after exceptional increases in 1994—95, also
increased less in value, and included a 2-percent
decrease in prices. Bauxite and aluminum, largely
from Russia and Canada, were sharply lower.
Other categories showing increases in value were
lumber (largely from Canada), building materi-
als, iron and steel mill products, and nonmonetary
gold (tables F and J).

Consumer goods increased $11.1 billion, or 7
percent, to $171.1 billion in 1996, down from a 9-
percent increase. Quantity increased 7 percent,
down from an 8-percent increase. ~Consumer
goods from Hong Kong, the Republic of Korea,
Singapore, and Taiwan decreased sharply, while
those from China increased. Household products
and toys increased the most. Television, radio, and
stereo products decreased.

Automotive products increased $5.3 billion, or
4 percent, to $130.0 billion in 1996, down from a
6-percent increase. Quantity increased 4 percent,
following a 3-percent increase. Completed cars
from Canada fell, as a result of both strikes at a
U.S. manufacturer late in the year and the con-
tinuing transfer of assembly operations to Mexico.
Imports of cars and parts from Japan continued
to decline. New car sales in the United States
decreased 1 percent.

Petroleum imports increased $13.2 billion, or
24 percent, to $68.3 billion in 1996, up from a
7-percent increase. Nearly all of the increase in
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1996 resulted from a rise in prices to an aver-
age of $19.76 per barrel from $16.09 per barrel.
Quantity increased slightly to 9.46 million bar-
rels per day from 9.37 million barrels. The
number of barrels imported from opPEc was un-
changed from that in 1993, 1994, and 1995, and
oPEC’s share of total petroleum imports was slightly
lower at 48 percent. In quantity, imports from
Saudi Arabia decreased 11 percent, imports from
both Mexico and Nigeria were unchanged, and
imports from Venezuela increased 10 percent
(chart 6).

U.S. consumption of petroleum and products
increased 3 percent to 18.2 million barrels per day.
The gap between consumption and supplies pro-
vided by domestic production and imports was
made up by a 3-percent reduction in inventories—
the third year of decline in inventories. Imports as

CHART 6
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CHART 7

Growth in U.S. Exports and Imports
of Goods by Selected Areas and
Countries
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a percent of consumption decreased to 52 percent  of industrial supplies and materials and of capital
from 53 percent. goods (especially electronic components) fell by
substantial amounts.
Balances b)_’ area—As noted ear‘he‘r, thF U.S. deficit The deficit with Latin America increased to $15.3
on goods increased to $1877 billion in 1996 from  bjllion from $10.7 billion. Higher exports in most
$173.4 billion in 1995. major commodity categories (mainly to Mexico)
The deficit with Western Europe increased to  partly offset some of the continued strength in
$24.1 billion from $15.2 billion. Exports of indus-  all major categories of imports, including higher
trial supplies and materials and of capital goods  imports of petroleum from Venezuela.
slowed sharply in response to the deceleration in The deficit with the developing countries of
economic expansion abroad over the past 2 years, Asia increased to $75.7 billion from $69.1 bil-
while imports of capital goods slowed in response  lion. Exports of capital goods slowed sharply
to the second year of only moderate expansion in  and of industrial supplies and materials fell by
the United States (table K, chart 7). a substantial amount. Imports of capital goods,
The deficit with Japan decreased to $49.2 bil-  largely computers and semiconductors from Hong
lion from $60.4 billion. Exports of industrial  Kong, the Republic of Korea, Singapore, and
supplies and materials (especially paper and chem- ~ Taiwan, increased by only one-fifth the amount
icals) and capital goods (especially semiconductors  in 1995. Imports of consumer goods from the
and electronic components) slowed, whileimports =~ Hong Kong, the Republic of Korea, Singapore,
Table K.—U.S. Trade in Goods by Major End-Use Category for Selected Areas and Countries
[Balance of payments basis, millions of dollars]
Canada Western Europe United Kingdom Germany Japan
1994 | 1995 | 1996P | 1994 | 1995 | 1996P | 1994 | 1995 | 1996P | 1994 | 1995 | 1996P | 1994 | 1995 | 1996P
Exports 114830| 127,585| 133,993| 115361| 132442| 137,207| 25972| 28024\ 30238| 18,744| 21,882 23005 51816 63,115 65980
Agricultural products 6316| 6614 6980 7,872 9804| 10504| 968 1086| 1234| 1082 1259| 1497| 9444 11110 11671
Nonagricultural products 108514 120971| 127,013| 107,489 122638| 126,703| 25,004| 26,938 29,004| 17,662| 20,623 21508 42,372 52,005 54309
Foods, feeds, and beverages 6167 6504| 6813 6494 7050 8660l 86|  928| 1046 837| o948 1205 10347| 11,803| 12,374
Industrial supplies and materials . 24,887 28247| 29370\ 27.738| 34436| 34858| 5502\ 6,366 7570 3844 4417| 4119| 13429| 15987| 15088
Capital goods, except automotive ... 35689| 40811 42930 55111 61507| 63599 14790 15687| 16,071) 9458| 11,693 12,080| 17375| 21942| 24,821
Automotive vehicles, parts, and engines . 31,719 34,043| 34,355 5,376 6,198 6,694 1,031 931 919 1,581| 1,701| 2,219 3,408 4,697 4,603
Consumer goods (nonfood), except automotive 12,040( 13,202 13,876 16,740| 17,461| 18,451| 3,018 3,289 3,744 2452| 2,498 2,586 6,888 7,994 8,467
EXPOMS, NLE.C. vt 4328 4778| 60649 3902 4791 4945\ 725| 823  'ees| 572| 65| 776 69| 602 627
Imports 131,119| 148,087| 159,215 132923 147,650| 161,268| 24,860 26,733| 28,753| 31,678| 36,764| 38,820| 119,135 123466 115,194
Petroleum and products 7826 9.815| 12202 6357| 5615 6703| 3313| 2796| 2830 127| 96 161 46 51 54
Nonpetroleum products .. 123293| 138,272| 147,013| 126,566| 142,035 154565 21547| 23937| 25923| 31551| 36,668 38,659 119,089| 123415| 115,140
Foods, feeds, and beverages 6,274 6,585 7,766 6,625 7,061 7,633 856 885 933 578 647 671 386 359 344
Industrial supplies and materials .. 48,263| 55,497| 59,852| 35,001 36,765 41,474 7,167 6,966 7,006| 6,448 7,059 7,585 10,763 11,617 11,873
Capital goods, except automotive ... 18655 22,06 24,143 43782| 50045| 52536 9.227| 10,123 10990| 12,326| 14,721 15069 53110 59,382| 54370
Automotive vehicles, parts, and engines - 42250 45361 47.64| 14510 16464 17894| 1742| 2201| 2,368| 8063 9,160 10049| 40.717| 37,938 34695
Consumer goods (nonfood), except automotive 6,689 8,630 9,962| 26,665 30,468| 33,822| 4,386 4,929 5607| 3,092| 3,838 3,892 12384 12302 11,786
Imports, n.e.c., and U.S. goods returned .. 8988| 9808| 10428 6:340| 6847| 7909 1482 1629\ 1849| 1171 1339| 1554| 1775 1868 2,126
BAIANCE v -16,280| -20502| -25222| -17,562| -15208| -24,061| 1112 1291| 1,485 -12934|-14882| 15815 67319 -60,351| —49,214
Latin America Mexico Asia, excluding Japan Hong Kong, Republic of China
Korea, Singapore, Taiwan
1994 | 1995 | 1996P | 1994 | 1995 | 1996P | 1994 | 1995 | 1996P [ oo T oo ool 1994 | 1995 | 1996P
Exports 84,864| 87577 100491| 50741| 46,182| 56998|104,052| 130463| 135382 560689| 71819| 73202| 9242 11,750| 11,941
Agricultural products 7189| 6762 9,120 4613 3530| 5461| 10,972 16558| 16299 5987| 8146 8624| 1083 2637 2007
Nonagricultural products 77675| 80815 91362 46,128 42652| 51537 93,080| 113,905| 119,083 50,702| 63673| 64,668) 8159 9113 9,844
Foods, feeds, and beverages 6003 5553 7669| 4000 2932 4579 8031 12675\ 13383 4526 6434| 7330 3091|1703 1,324
Industrial supplies and materials . 23108| 26,065 28902 13584| 13795| 16620 26525 34.459| 31705\ 16140| 20,147| 18008| 3132 4350 4,108
Capital goods, except automotive ... 31505\ 32832 36685 17,032 15000| 18592 53,084 63,955 70,500 28542| 36,055| 39.444| 5077| 5095 5749
Automotive vehicles, parts, and engines . 10,496 9,723 11,137 8,140 6,964 8,501| 5,156 5,124 5311| 2,453| 2,358 1,930 314 166 181
Consumer goods (nonfood), except automotive 10,720( 10,733 12,986 5,870 4,811 6,527| 8,977 10,056/ 10,758 4,726| 5,389| 5,694 236 338 481
EXPOIS, NLE.C. vt 2942| 2671 3112|2115 1780 2179 2279| 4194 3635 302 1436 877 92 %8 98
Imports 82,223 98,236 115772| 50,053 62,361| 73,793|173481 199,549\ 211,071| 71,363| 81964| 82,731 38787| 45542 51494
Petroleum and products 14410) 16976 22,199 5121| 5855\ 6813 11,055 10693| 11652 300| 286| 213|  320| 327|419
Nonpetroleum products 67813| 81260 93573 44,932| 56506 66,980| 162,426| 183856 199,419 71054| 81,678 82518 38458| 45215 51,075
Foods, feeds, and beverages ... 9701 11076 11,330| 3300] 4290 4221 5760 5934 6209 701| 693 e68|  548| 623 662
Industrial supplies and materials . 25793| 30954 37,265 9,627 12,079| 13522| 25296 27,400 28874| 6480 6734 6795 3044| 3831 4218
Capital goods, except automotive ... 12505| 14566 17,091 11.228| 13186 15594| 54,831 73300\ 78566| 34,791| 46,174| 48467| 5177 7.596| 8741
Automotive vehicles, parts, and engines . 15627| 19703 24478| 14644| 18644 23324 4850| 5036 5494 3266| 3300 3567| 518|635 750
Consumer goods (nonfood), except automotive | 15491 18340 21596 8,936| 11223 13833 79,990| 84,636| 88198| 24,702( 23464| 21190 29,173 32489| 36,722
Imports, n.e.c., and U.S. goods returned . 3106| 3597| 4012| 2318) 2939| 3209 2754 3153| 3730| 1423| 1599 2044|  327| 368 401
BAIANCE v 2641 10659 -15281| 68| -16179| -16,795|-69,429| 69,086 75689|-14,674|~10,145| 9439 29,545 -33,792| -39,553

P Preliminary.
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and Taiwan decreased, but remained strong from
China.

Services—The surplus on services increased to
$73.5 billion in 1996 from $68.4 billion in 1995, a
smaller increase than in 1995 (table L).

In 1996, service receipts increased $13.8 billion,
or 6 percent, down from an 8-percent increase.
Although “other” private services and travel both
increased more in 1996 than in 1995, weakness in
“other” transportation held down the increase in
total receipts. Service payments increased $8.2
billion, or 6 percent, unchanged from last year’s
percentage increase. As with receipts, “other”
private services and travel both increased more
in 1996 than in 1995, but weakness in “other”
transportation held down the increase in total
payments.

Foreign visitors spent $64.5 billion for travel in
the United States in 1996, an increase of 5 per-
cent. Receipts from overseas increased 5 percent,
following a 10-percent increase; part of the weak-
ening was attributable to the airline disaster in
July, which slowed international travel for several
months. Dollar appreciation against European

Table L.—Services
[Millions of dollars, quarters seasonally adjusted]

1996
, 1994 1995 1996 P
I" I nr \A3
EXPOIS oo 195,839 | 210,590 | 223,907 | 55,075 55,853| 55565| 57,413
Travel 58,417 61,137| 64,499 16,205| 16,103| 15,653| 16,538
Passenger fares 17,083 | 18,534| 19,579 4,854 4,896 4,799 5,030
Other transportation .. 25,861 | 28,063| 29,115 6,966| 7,289 7,343| 7516
Royalties and license fees 22,272 | 26,953| 28,829 7,180| 7,160 7,256 7,234
Other private services .. 59,071| 61,724| 67,268| 16,504 | 16,748 16,991| 17,024
Affiliated services . 18,162 | 19,458| 22,135| 5382| 5408| 5724 5,620
Unaffiliated services . 40910( 42,265 45133 11,122| 11,340| 11,267 | 11,404
Education ..... 7,175 7,517 7,833 1,919 1,932 2,038 1,944
Financial ... 5626| 6,109 7,546 1,742 1906| 1,834 2,065
Insurance .. 1506| 1,395| 1,500 362 373 381 385
Telecommunications 2,871 2,848 2,820 706 705 705 704
Business, professional,

technical ... 15,728 | 16,264| 16,971| 4,267| 4,254 4,246 4,205
Other 8,003 8,131 8,461 2,126 2,170 2,064 2,102
Military transactions * 12,255| 13,405| 13,802 3,092 3500| 3,330 3,880
U.S. Government receipts 880 775 815 274 157 193 191
IMPOTS oo s 134,097 | 142,230 | 150,440| 36,578 | 37,441| 37,975| 38,450
Travel 43,782| 45855| 48,712| 12,241 12,097| 11,867 | 12,508
Passenger fares 12,885| 14,313 14,287 3,531 3,557 3,506 3,693
Other transportation .. 27,983 29,205| 29,100 6,895 7,288 7,466 7,453
Royalties and license fees 5518| 6,312 7,036 1595| 1,722 2,080 1,639
Other private services .. 30,980 33,970| 37,626 9,022 9,390 9,544 9,671
Affiliated services . 11,755| 13,723| 16,250 3,785| 4,050 4,196| 4,220
Unaffiliated services . 19,225| 20,247 21,376 5,239 5,340 5,348 5,451
Education ... 816 877 932 227 232 236 238
Financial 1,611 1,707 2,002 476 500 490 536
Insurance .. 3,781 4,481 4,733 1,188 1,184 1,181 1,180
Telecommun 6,924| 6,773 6,789 1689 1,695 1,703| 1,703

Business, professional, an
technical ... 4262| 4502| 4,915 1,182 1,226| 1,243| 1,263
Other 1,833| 1,908 2,004 476 502 495 532
Direct defense expenditures? ... 10,292 9,820 10,993 2,603 2,775 2,815 2,800
U.S. Government payments 2,657 2,755 2,686 691 612 697 686

" Revised.
P Preliminary.

1 Consists of goods and services transferred under U.S. military agency sales contracts which cannot be separately identified.
2 Consists of imports of goods and services by U.S. defense agencies which cannot be separately identified.

and Japanese currencies also slowed travel to the
United States. Receipts from Mexico increased 7
percent, following the 41-percent decline in 1995
that was brought about by the devaluation of the
Mexican peso in December 1994. Receipts from
Canada increased 9 percent, following a 1-percent
decrease.

U.S. travel payments increased 6 percent to $48.7
billion. Payments to overseas increased 6 percent,
up from a 5-percent increase. Payments to Mex-
ico increased 11 percent after no change, partly as
a result of appreciation of the dollar against the
peso in 1996. However, rapid inflation in Mexico
offset some of the gains to U.S. travelers from the
appreciated dollar. Payments to Canada increased
6 percent, following a 10-percent increase.

“Other” transportation receipts were $29.1 bil-
lion in 1996, up 4 percent after a 9-percent increase
in 1995, largely reflecting the slowdown in goods
exports to an increase of 6 percent from 15 percent.
Reduced overseas demand for U.S. exports had a
large impact on ocean export volumes, resulting in
a decrease in ocean freight receipts. Air and truck
freight receipts were higher. Port service receipts
were up slightly.

“Other” transportation payments were un-
changed at $29.1 billion in 1996, following a
4-percent increase in 1995, largely reflecting a slow-
down in goods imports to an increase of 7 percent
from 12 percent. The slowdown had the greatest
impact on ocean import volumes, resulting in de-
clines in payments for ocean freight and ocean port
services. Air freight payments were slightly higher,
reflecting higher air import volumes.

Royalties and license fee receipts increased $1.9
billion, to $28.8 billion, in 1996, the third year of
strong increases. Royalties and license fees pay-
ments increased $0.7 billion to $7.0 billion, mostly
as a result of one-time payments for broadcast
rights to the Summer Olympic Games.

“Other” private service receipts were $67.3 billion
in 1996, up from $61.7 billion in 1995. Financial
services increased strongly as a result of the stepped
upactivityin U.S. financial markets. Business, pro-
fessional, and technical services increased slightly
more rapidly than in 1995.

“Other” private service payments were $37.6 bil-
lion in 1996, up from $34.0 billion in 1995. As with
receipts, payments for financial services increased
strongly as a result of stepped up activity in foreign
financial markets.

Transfers under U.S. military agency sales con-
tracts were $13.8 billion in 1995, up from $13.4
billion in 1995. Most of the increase in 1996 was in
deliveries of aircraft, missiles, and weapons systems
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to Western Europe. Aircraft deliveries to Saudi
Arabia and Egypt were lower in 1996, and deliv-
eries to Japan under major missile programs were
largely completed early in the year.

Direct defense expenditures abroad were $11.0
billion in 1996, up from $9.8 billion in 1995. Much
of the step-up was attributable to U.S. peacekeep-
ing operations in Bosnia: Initially, costs of the U.S.
presence changed little as troops were redeployed
from other European locations; subsequently, the
expanded U.S. presence entailed increased costs.

Investment income

The deficit on investment income increased to $8.4
billion in 1996 from $8.0 billion in 1995 (table D).
Both directand portfolio income receipts increased
substantially, but by much less than last year’s
increases. U.S. Government income payments
accounted for much of the increase in income
payments.

Direct investment income.—Receipts of income on
U.S. direct investment abroad were $98.3 billion in
1996, compared with $88.9 billion in 1995 (table M,
chart 8). Earnings were up for Western Europe;
the much smaller increase in 1996 than in 1995 was
partly attributable to slowing economic expansion
in many of these countries. In the United King-
dom, a rise in earnings of finance affiliates largely
reflected increased trading activity in securities
and stepped-up merger and acquisition activity
throughout Europe. Earnings at manufacturing
affiliates in Mexico reflected strong production of
goods for export (chart 9).

Payments of income on foreign direct invest-
ment in the United States were $33.8 billion in
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Table M.—Direct Investment Income and Capital
[Millions of dollars, quarters seasonally adjusted]

1996
(Credits +; debits -) 1994 1995 1996 P
1" I nr VP
Income
Income receipts on U.S. direct investment abroad .. 88,882 98,260 23,538 23,598 23,851 27,273
Distributed earnings .. 31,955 38,884 7,997 10,102 10,467 10,318
Reinvested earnings . 54,470 56,362 14,928 12,699 12,598 16,137
Interest, net, 2,457 3,015 613 798 786 819
Income payments on foreign direct investment in the United States -31,418 -33,817 -6,952 -8,720 -9,129 -9,015
Distributed earnings ...... -9,825 -9,719 -2,291 -2,614 —-2,092 2,722
Reinvested earnings . -13,290 -15,688 -3,366 -3,802 4,517 -4,004
Interest, net -8,303 -8,409 -1,295 -2,305 -2,520 -2,290
Capital
U.S. direct investment abroad (increase/capital outflow (-)) -54,465 | -95509 | -88,304 | -23,175| -26,175 -9,143 | -29,811
Equity capital ... -12,750 -36,292 -24,381 -9,093 -2,018 -5,350 -7,920
Reinvested earning 33,462 —54,470 -56,362 -14,928 -12,699 -12,598 -16,137
Intercompany debt -8,254 4,747 7,561 847 -11,458 8,805 -5,755
Foreign direct investment in the United States (increase/capital inflow (+)) ... 49,760 60,236 83,950 28,694 17,432 21,056 16,768
Equity capital ...........o.... 34,500 39,544 53,169 17,721 7,226 10,934 17,288
Reinvested earnings . 4513 13,290 15,688 3,366 3,802 4,517 4,004
Intercompany debt 10,748 7,402 15,093 7,608 6,404 5,605 -4,524

" Revised.
P Preliminary.
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Table N.—Other Private Income
[Billions of dollars]

1994 | 1995 | 1996P

Receipts ... . 68.9| 89.1 94.1

8.3 99| 117
220| 235| 265
213 297 297
174] 260| 262

Dividends ......

Interest on bonds ..
Interest on bank claims .
Interest on other claims? ..

Payments ..o 71.6 98.0( 100.2

Dividends 105 11.2 12.3
Interest on bonds 258( 29.2 334
Interest on bank liabilities . 30.0 424 38.0
Interest on other liabilities * .. 11.3 15.2 16.5

P Preliminary.
1. Primarily income of business concerns other than banks.
NoTe.—Excludes direct investment income receipts and payments.
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1996, compared with $31.4 billion in 1995 (table M,
chart 8). Earnings increased much less than the
substantial increases in 1994 and 1995, reflecting
continued moderate growth in the U.S. economy
(chart 10).

Portfolio investment income.—Receipts of income
on “other” private investment increased to a record
$94.1 billion in 1996 from $89.1 billion in 1995; the
previous record was $91.5 billion in 1989 (table N,
chart 8). The increase in 1996 was due to higher re-
ceipts of interest on bonds and dividends on stocks,
as U.S. residents stepped up their holdings of for-
eign securities. Interest receipts by banks were held
at the 1995 level, as a decline in interest rates offset
arise in bank claims.

Receipts of income on U.S. Government assets
decreased to $4.6 billion in 1996 from $4.7 billion
in 1995 (table O).

CHART 10

Earnings on Foreign Direct Investment
in the United States
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Payments of income on “other” private invest-
ment increased to a record $100.2 billion in 1996
from the previous record of $98.0 billion in 1995
(table N, chart8). The increase in 1996 was
due mostly to higher interest payments on bonds
and, to a smaller extent, an increase in dividend
payments on stocks, as foreign residents stepped
up their holdings of U.S. securities. Interest pay-
ments on U.S. bank liabilities decreased as a result
of a decline in interest rates and of little change in
bank liabilities.

Payments of income on U.S. Government liabil-
ities increased to $71.3 billion in 1996 from $61.3
billion in 1995. The increase in 1996 was not as
large as in 1995 because a decline in interest rates
held down the 1996 increase (table O).

Unilateral transfers

Net unilateral transfers were $42.5 billion in 1996,
compared with $35.1 billion in 1995. Much of
the increase was attributable to U.S. Government
grants, which increased to $14.6 billion from $11.0
billion (table O). Grants for 1996 include some
grants that were delayed as a result of the U.S. Gov-
ernment shutdown and budget impasse at the end
of 1995. Under more normal circumstances, these
grants would have been included in 1995 calen-
dar year transfers. Grant disbursements for debt
forgiveness fell to zero in 1996.

Other U.S. Government transfers increased
to $4.2 billion from $3.4 billion, largely as a
result of higher contributions to international
organizations for peacekeeping operations.

Capital Account

Net recorded capital inflows—that is, net changes
in U.S. assets abroad less net changes in foreign
assets in the United States—were $218.2 billion in
1996, compared with $116.6 billion in 1995. An
acceleration in foreign assets in the United States
accounted for the larger net capital inflows.

Capital transactions in the U.S. international ac-
counts in 1996, as well as those in 1995, reflect many
of the same developments that have been reshaping
world financial markets.

First, the size of financial flows as well as the level
of financial activity has increased considerably on
a net, as well as a gross, basis. A very favorable
commercial and financial investment climate, both
in the United States and abroad, has fostered these
developments. Concurrently, quarter-to-quarter
and year-to-year fluctuations in recorded capital
flows in the U.S. accounts have become larger.

Second, securities transactions appear to have
taken on a much greater role relative to banking
transactions in the U.S. accounts. In some, but
certainly not all, situations, the securities mar-
kets have served as an alternative to fund raising
and risk management through traditional banking
channels.

Third, the traditional distinction between bank-
ing transactions and securities transactions has
now become unclear.  The proliferation of
new financial instruments and techniques—from
the broader use of securitized assets and global
bond issues to the use of swaps, forwards, fu-
tures, and options in both banking and securities

Table O.—Selected U.S. Government Transactions
[Millions of dollars]

1996
1994 1995 1996 P

U.S. GOVEIMMENE GIANES ...coueeuiervirisiiiisessseisesiees e

Disbursed
For debt forgiveness
Other disbursements

Received
For Defense Cooperation Account
Other Receipts

U.S. Government credits and other long-term assets ...
For debt rescheduling
Other disbursements

Repayments of U.S. Government credits and other long-term assets ...
From debt rescheduling .......
From debt forgiveness
Other repayments .............

U.S. Government receipts of income
From debt rescheduling
From debt forgiveness
Other receipts ......

U.S. Government payments of income

-15,816 -10,959 -14,634 -4,259 -2,364 -2,580 -5,431
-15,817 -10,959 -14,634 -4,259 -2,364 -2,580 -5,431

-1,085 =434 | i | e | i | |
-14,732 -10,525 -14,634 —4,259 -2,364 -2,580 -5,431

-5,208 -4,640 -4,909 -1,010 -1,489 -1,124 -1,286
-1,328 -1,057 -832 -17 -605 -93 -117
-3,880 -3,583 -4,077 -993 -884 -1,031 -1,169
5,052 4,258 4,155 1,005 875 1,205 1,070
220 168 411 20 221 109 61
1,083 408 | e | e [ e | e |
3,749 3,682 3,744 985 654 1,096 1,009
4,099 4,713 4,564 1,307 976 1,413 868
195 99 97 83 9
2 26

" Revised.
P Preliminary.
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transactions—has contributed to the blurring of
the distinction and has increased the complexities
of interpreting capital flows in the context of the
U.S. accounts.

Fourth, the use of repurchase agreements has
now become widespread, and they serve as an
important substitute for the acquisition of funds
through interbank borrowing channels. In addi-
tion, repurchase agreements serve as yet another
means to bridge the gap between cash and the
futures markets.

Finally, many countries, particularly emerging
market countries, have taken steps to deregulate
financial markets and to improve their financial
infrastructure, market surveillance, and financial
settlements and clearing systems—all of which
contribute to greater mobility of capital.

The development of new financial instruments
and the sophisticated use of financial derivatives re-
flect fundamental changes in international finance.
These changes affect portfolio, banking, and direct
investment capital flows.

U.S. assets abroad

U.S. assets abroad increased $306.8 billion in 1996,
compared with an increase of $307.9 billionin 1995.
Net U.S. purchases of foreign securities and the
increase in U.S. claims on foreigners reported by
U.S. banks were higher in 1996 than in 1995; U.S.
direct investment outflows were lower.

U.S. official reserve assets.—U.S. official reserve as-
sets decreased $6.7 billion in 1996, in contrast to

a $9.7 billion increase in 1995. A decrease in for-
eign currency holdings more than accounted for
the decrease in reserve assets in 1996 (table C).

Foreign currency holdings decreased $7.6 billion,
as Mexico repaid $1.3 billion under short-term and
$7.0 billion under medium-term swap arrange-
ments. Mexico also purchased special drawing
rights from the United States for repayment
of loans from the International Monetary Fund
(1MF).

The U.S. reserve position with the 1Mr increased
$1.3 billion, partly as Russia borrowed dollars from
the General Resources Account at the mmF.

U.S. monetary authorities did not intervene in
the exchange markets in 1996.

U.S. Government assets other than official reserve
assets—Among these assets, U.S. Government
credits and other long-term assets increased $4.9
billion in 1996, up from an increase of $4.6 bil-
lion, largely as a result of an increase in new credits
disbursed by the Export-Import Bank. Partly oft-
setting was a decrease in new credits disbursed
under agricultural and Commodity Credit Cor-
poration legislative authorities. Little debt was
rescheduled in 1996. Repayments on credits
changed little (table O).

Claims reported by banks.—U.S. claims on foreign-
ers reported by U.S. banks increased $88.2 billion
in 1996, following an increase of $69.1 billion in
1995 (tables P and Q).

On a net basis—that is, banks’ own claims
payable in dollars less banks” own liabilities payable

Table P.—Private Capital Flows, Net
[Billions of dollars]

1996
Claims (increase/capital outflow (-)); liabilities (increase/capital inflow (+)) 1994 1995 1996 P
| Il nr \Ad

Private capital fIOWS ... 89.3 16.9 89.1 -21.2 37.0 378 355
Bank-reported Capital, NEEY ..........ovviieriirierneiins s nsenes 103.6 -43.8 -90.0 -33.9 18 -34.4 -235
U.S. claims .............. -8.2 -69.1 -88.2 17 -1 -332 -56.7
U.S. liabilities * 1118 25.3 -17 -35.6 19 -12 33.2
Securities, Net ..., 30.9 95.6 180.8 134 40.1 55.3 72.0
Net U.S. purchases of foreign securities . -60.3 -99.0 -104.5 =344 -20.2 -22.9 -27.0
Stocks -48.1 -50.7 -57.7 -22.4 -17.4 -8.0 -9.9
Bonds -12.2 -48.3 -46.8 -12.0 -2.8 -14.9 -17.1
Net foreign purchases of U.S. securities . 91.2 194.6 285.3 478 60.3 782 99.0
U.S. Treasury SECUMtieS ... 34.2 99.3 153.7 11.8 312 434 67.3
Other than U.S. Treasury securities 57.0 95.3 131.6 36.0 29.1 348 317
StOCKS oo 34 134 11.9 34 5.9 16 1.0
Bonds ... 53.6 81.9 119.7 32.6 232 332 30.7
Direct investment, net ............ -4.7 -35.3 -4.3 55 -8.8 12.0 -13.0
U.S. direct investment abroad ................. -545 -95.5 -88.3 -23.2 -26.2 -9.1 -29.8
Foreign direct investment in the United SEates ... 49.8 60.2 84.0 28.7 174 211 16.8
Nonbank-reported Capital, NEt ..o -40.5 04 na. -6.2 39 4.9 na.
U.S. claims ..o -32.8 -34.2 na. -12.7 -34 -15.7 na.
U.S. liabilities -1.7 34.6 na. 6.5 73 20.6 na.

n.a. Not available.

" Revised.

P Preliminary.

1. Liabilities exclude U.S. Treasury securities.
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in dollars—there were large net outflows, as the
increase in bank outflows exceeded the increase in
bank inflows. Net credits were extended to finance
the strengthening in demand abroad for interbank
credit, to finance heightened merger and acquisi-
tion activity, and to finance the large step-up in
activity in securities markets. Net credits were
nearly twice as large as in 1995, but presentation on
a net basis masks considerable differences in the
nature of activity on the asset and liability sides of
the accounts. Therefore, the following discussion
proceeds on a gross basis.

Banks’ own claims payable in dollars increased
$70.6 billion in 1996, compared with a $40.0 bil-
lion increase in 1995. Much of the increase in 1996
occurred in the third and fourth quarters when
large amounts of credit were extended to foreign
offices in Western Europe to meet a step-up in
the demand for funds in the Eurodollar market,
to finance heightened merger and acquisition ac-
tivity that surpassed the previous year’s record,
and to finance, in part, the surge in European and
Asian net purchases of U.S. Treasury securities.
On a smaller scale, lending to emerging countries
in Latin America resumed, reflecting these coun-
tries’ ability to borrow more widely in international
bank and capital markets in 1996, whereas, in 1995,
this ability had been limited because of concerns
over credit risk. Lending to Japan was limited for
most of the year because of financial difficulties
at Japanese banks, but it increased strongly in the
fourth quarter.

Lending by U.S. brokers and dealers to interna-
tional bond mutual funds in the Caribbean was
strong in the fourth quarter; however, the increase
for 1996 was not as large as that for 1995, partly
because of offsetting inflows and outflows to these

mutual funds throughout the year. Many of these
transactions are believed to be in the form of resale
agreements, which have expanded very rapidly in
the past several years. These resale agreements can

CHART 11
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Table Q.—U.S. Bank-Reported Claims and Liabilities by Type

[Billions of dollars]

1996
1994 1995 1996 P
| Il nr A4

Claims on foreigners reported by U.S. banks (increase/capital outflow (-)) .... -8.2 -69.1 -88.2 17 -0.1 -33.2 -56.7
Banks' claims for own accounts, payable in dollars:

Own foreign OffiCeS ......vvuevrrircerireiresreeeeeeis 2.0 -20.4 -35.4 9.9 -9.7 -4.1 -315

Unaffiliated banks -10.8 13.1 -14.7 -4.8 -18 -4.1 4.0

Public borrowers and other foreigners ... 11.0 -32.7 -205 -6.5 7.0 -5 -20.7
Banks' claims for domestic customers’ accounts, payable in dollars -143 -19.3 =214 -2.3 21 -22.6 14
Claims payable in foreign currencies 40 -9.8 3.8 5.4 22 -1.9 -1.9
Liabilities to foreigners reported by U.S. banks (excluding U.S.Treasury se-

curities)

(increase/capital INFIOW (1)) 2 ovvvcvieerieriiesiss st 1118 25.3 -16 -35.6 19 -12 332
Banks' liabilities for own accounts, payable in dollars:

Own foreign offiCeS ... 771.3 =34 41 -22.0 -9.9 -8.8 44.9

Unaffiliated banks 10.1 13 -9.9 -6.3 3 3.0 -6.9

Other private foreigners and international financial institutions . 12.1 6.4 12.0 -7 7.2 35 19
Banks' custody liabilities, payable in dollars s 0.9 -1.6 -12 =37 2 17 6
Liabilities payable in fore|gn currencies ...... et ——— 114 226 -6.6 -2.9 41 -0.5 7.3

" Revised.
P Preliminary.
1. Excludes liabilities to foreign official agencies.
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serve as a substitute for interbank credits, that is,
as a source of direct lending by securities dealers to
bond mutual funds using U.S. Treasury securities
as collateral.

Banks’ domestic customers’ claims increased
$25.7 billion, following a $14.9 billion increase. De-
posits shifted to a sizable increase, while foreign
commercial paper placements fell somewhat but
remained strong.

Banks’ own claims payable in foreign currency
shifted to an $8.1 billion decrease from a $14.3
billion increase. The shift primarily reflects a
preference for dollar credits in 1996.

Foreign securities.—Net U.S. purchases of foreign
securities were $104.5 billion in 1996, up from
$99.0 in 1995 but well below the record $146.3
billion in 1993 (table P, chart 11).

Stock prices in most major foreign countries
continued their strong increases, and bond prices
weathered a midyear downturn to register a mod-
erate increase for the year. Both stock and bond
prices were spurred by moderate inflation that ac-
companied the slowing in economic growth in
many industrial countries over the past 2 years.
World stock prices gained more than 10 percent
on average in 1996, but regional averages varied
widely: Prices increased 20 percent in Western Eu-
rope, 25 percent Latin America, and 25 percent in
Canada, while prices in Asian markets increased
little on average and prices in Japan fell 6 percent.

Table R.—New International Bond Issues by U.S. Borrowers

[Millions of dollars]

1996
1994 1995 | 1996P

| Il nr VP

By issuer:

Industrial corporations ...
Banking corporations* ...
Nonbank financial corporations 2
U.S. federally sponsored agencies .
All other borrowers .........

By instrument:

Of which: Issued through medium-term
note programs ............

Straight fixed-rate bonds ....
Floating-rate notes ......
Zero-coupon bonds ...
Bonds convertible into stock
Other debt instruments

By currency:
U.S. dollars
Foreign currencies ..

Japanese yen .
Swiss franc .....
German mark .
British pound ..
European curre

Canadian dollar ......

Other currencies

43,332| 71,400| 64,858| 17,301| 14,181| 16,573| 16,803

3401 3540 2410].......... 450 868| 1,092
5482| 10967| 15539 2,031 3950| 4,292| 5,266
27,480 35571| 27,741 9,106| 5164 6499 6,972
2470( 12,139| 11,413 3,790 2538| 2857 2,228
4499 9,183 7,755 2,374 2079| 2057 1,245

........................ 11,250 14,233| 13,869 2,865 4,400| 3,630 2974

29,797 | 49,339| 39,254 10,755| 8,259 10,001| 10,239
11,663 | 19,662| 24,195 6,133 5197 6,568 6,297
381 1,037 298 187 85 4 22
755 1,167 801 226
736 195 310 i

22,859 | 43,869| 39572 11,044| 9,107 8535| 10,886
20,473| 27531| 25286 6,257| 5074 8038| 5917
7454 6112| 5416 880| 1494 1210| 1,832
2,026 4148| 1762 654 759 333 16
2,151 8664| 8372| 2,096 619| 4,024 1,633
1,763 978 2,363 268 617 624 854
1,820 488
1,735 346
3524 6,795

" Revised.
P Preliminary.

1. Includes banks and bank holding companies.
2. Principally credit, securities, brokerage, and insurance companies.

The second year of strong global equity offerings,
corporate mergers and acquisitions, and privati-
zations contributed to strong net U.S. purchases
of foreign stocks, particularly in Western Europe
and Latin America. Strong net purchases were
both encouraged by, and contributed to, the runup
in foreign stock prices. Foreign bond prices, on
average, increased 3 percent (chart 13).

Net U.S. purchases of foreign stocks were $57.8
billion in 1996, up from $50.7 billion in 1995 but
well below the record $63.4 billion in 1993. Net
purchases slowed substantially in the second half
of 1996. For 1996, the increase was more than ac-
counted for by Western Europe, Canada, and Latin
America. Net purchases from Western Europe
were $30.5 billion, up from $21.3 billion; as in 1995,
the increase was fueled partly by the continued
push of U.S. mutual funds into foreign portfolio
acquisitions and encouraged by sizable advances
in stock prices in most European countries. Net
purchases from Canada were more than $3.0 bil-
lion, following small net sales in 1995, as Canadian
monetary authorities reduced interest rates several
times to stimulate the economy. Net purchases
from Latin America were $3.5 billion, up $1.4 bil-
lion, and were concentrated in Brazil, much of
them in new privatization issues placed in the U.S.
market. Net purchases from Asian emerging mar-
kets were concentrated in Hong Kong, where net
purchases were $4.5 billion, up $2.3 billion, as Hong
Kong stock prices gained 33 percent. Partly oft-
setting these increases, net purchases from Japan
dropped to $9.7 billion from $19.8 billion, as the
Japanese economy showed few signs of sustained
expansion and slowness with the banking system’s
progress in clearing its bad debts led to sharp de-
clines in stock prices, particularly in the last half of
the year. Gross trading activity in stocks increased
31 percent.

Net U.S. purchases of foreign bonds were $46.8
billion, down from $48.3 billion. New issues placed
in the U.S. market were $52.5 billion, up from $39.4
billion and approaching the record level of $60.9
billion in 1993. Relatively low U.S. rates and the
availability of long maturities attracted corpora-
tions in emerging markets, many of which placed
issues under Securities and Exchange Commission
(sec) Rule 144a, which exempts certain issues from
some SEC registration requirements. In addition,
given the high valuations placed on bonds, U.S. in-
stitutional investors became more willing to accept
non-investment grade instruments, as spreads be-
tween corporate bonds and U.S. Treasury bonds
were the smallest in recent years, and spreads be-
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tween triple-B and triple-A bonds became very
compressed.

Private corporations’ issues remained steady
at $31.3 billion, while Government-related issues
surged to $20.1 billion from $7.8 billion, largely as
a result of issues by Latin America and by Asia
excluding Japan. Borrowing by governments had
been substantially reduced in 1995 following the
Mexican peso crisis of late 1994.

Net U.S. purchases of foreign outstanding bonds
were $10.5 billion, down from $19.5 billion. In con-
trast to movement in the total, net U.S. purchases
of British gilt-edged bonds were slightly higher,
although the substantial interest-rate differential
favoring British bonds narrowed during the last
half of the year. Gross trading activity in corporate
and other bonds increased 25 percent.

Direct investment.—Net capital outflows for U.S.
direct investment abroad were $88.3 billion in 1996,
down from $95.5 billion in 1995. A decrease in
equity capital outflows more than accounted for
the slowdown (table M).

Equity capital outflows decreased to $24.4 billion
from $36.3 billion. In 1995, U.S. parent compa-
nies were involved in numerous multibillion dollar
acquisitions that were concentrated in pharma-
ceuticals, utilities, and telecommunications. Not
coincidentally, these industries decreased the most
in 1996, when fewer such large-scale transactions
occurred. Nonetheless, equity capital outflows re-
mained strong in 1996; outflows were exceeded
only by those in 1995 and 1993.

Intercompany debt outflows increased to $7.6
billion from $4.7 billion. There were large shifts to
outflows to British finance affiliates of U.S. parents
in the securities industry and to Bermudan finance
affiliates of U.S. parents in the manufacturing and
petroleum industries. Shifts to inflows in many
other industries partly offset the shift to outflows
for finance affiliates.

Reinvested earnings were $56.4 billion, com-
pared with $54.5 billion.

Foreign assets in the United States

Foreign assets in the United States increased $525.0
billion in 1996, compared with an increase of $424.5
billionin199s. Net foreign purchases of U.S. Treas-
ury securities by private foreigners, net foreign
purchases of securities other than U.S. Treasury
securities, and foreign direct investment inflows to
the United States were sharply higher in 1996 than

in 1995.

Foreign official assets—Foreign official assets in
the United States increased a record $122.8 billion
in 1996, compared with the previous record in-
crease of $109.8 billion in 1995 (table C). Unlike
the increase in 1995, which was dominated by de-
veloping countries, the increase in 1996 was split
about evenly between industrial and developing
countries.

Assets of developing countries increased $56.6
billion in 1996, compared with an increase of $86.7
billion in 1995. Assets of non-opPec developing
countries increased $43.0 billion, compared with

CHART 12
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anincrease of $82.7 billion: The six Latin American
and Asian countries that accounted for most of
the increase in 1995 also accounted for most of the
slowdown in asset accumulation in 1996. Assets of
opec members increased $13.6 billion, compared
with an increase of $4.0 billion.

Assets of industrial countries increased $66.2 bil-
lion in 1996, compared with an increase of $23.1
billion in 1995. Some industrial countries were
reported to have purchased dollars in exchange
markets to counter the tendency for their own cur-
rencies to appreciate when changes in expectations
caused sudden large capital inflows.

Liabilities reported by banks—U.S. liabilities re-
ported by U.S. banks, excluding U.S. Treasury
securities, decreased $1.6 billionin 1996, compared
with an increase of $25.3 billion in 1995 (tables P

and Q).

CHART 13

Stock and Bond Price Indexes
December 1992=100
180

170 UNITED STATES

160
150
140
130
120
110 \\
100 W
90

80 b b b b b
180

FOREIGN
170

160
150
140
130

Stock

120 Bond
1 V/-_\’—/
100

90

1994 1995 1996

Sources:
Stock indexes —Morgan Stanley Capital International: U.S. index, and
world index excluding United States, in local currencies.
Bond indexes — Salomon Brothers Inc: Treasury/government
sponsored/corporate index, and non-U.S. world government bond index,
in local currencies.

Indexes rebased by BEA.
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Banks’ own liabilities payable in dollars increased
$6.2 billion, compared with an increase of $4.3 bil-
lion. In 1996, U.S. banks repaid large amounts of
borrowing from their foreign offices throughout
much of the year, but they borrowed heavily from
abroad in the fourth quarter to finance the simul-
taneous surge in domestic and international credit
demand and to finance the surge in net foreign pur-
chases of U.S. Treasury securities. Rapid deposit
growth from domestic sources provided the funds
for some of the repayments, but with the surge in
U.S. loan demand for commercial, industrial, and
real estate loans in the second half of the year and
with an upsurge in demand for dollar credits at
U.S. banks’ foreign offices, heavy borrowing from
abroad was necessary to supplement the continued
rapid growth in domestic-source funds.

In the first three-quarters, foreign-owned banks
repaid large amounts of borrowing from their
parent offices (largely in Japan), and U.S.-owned
banks repaid large amounts to banking offices in
the Caribbean. In the fourth quarter, borrowing
by U.S.-owned banks from offices in the United
Kingdom and Caribbean, predominantly during
October, and by foreign-owned banks from their
branches in the Caribbean, almost entirely in De-
cember, resulted in exceptionally large inflows,
most of which were to meet the simultaneous surge
in domestic and foreign demand for dollar cred-
its. Moderate inflows to U.S. securities dealers
occurred only in the first half of the year.

Banks’ own liabilities payable in foreign cur-
rencies decreased $6.6 billion, compared with an
increase of $22.6 billion. The sharp cutback in for-
eign currency borrowing coincided with reduced
foreign currency lending and a shift to lending in
dollars. Repayments to Western Europe and Japan
accelerated in the second half of the year when the
demand for dollar credits accelerated.

U.S. Treasury securities—Net foreign purchases of
U.S. Treasury securities by private foreigners were
a record $153.8 billion in 1996, up from the previ-
ous record of $99.3 billion in 1995. The surge was
attributable to rising U.S. Treasury bond prices,
particularly in the last half of the year, to large
interest-rate differentials in favor of U.S. Govern-
ment bonds over foreign government bonds, and
to dollar appreciation.

U.S. Treasury bond prices rose sharply in the last
half of the year when it became clear that infla-
tion would not accelerate, in contrast to the first
half of the year when bond prices fell when it was
feared that strength in the economy might lead
to an acceleration in inflation. In addition, in-
terest differentials in favor of U.S. Treasury bonds
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widened considerably, mostlyin the first halfofthe  tic to international portfolios by Japanese financial
year; by yearend, U.S. rates had risen to 100 basis institutions, which commenced after the begin-
points above German Government bondsand 400  ning of the Japanese fiscal half-year in October.
basis points above Japanese Government bonds  Finally, net purchases by international bond mu-
(chart 3). Furthermore, the U.S. dollar appreci-  tual funds in the Caribbean were especially large in
ated 7 percent on average against most European  the third and fourth quarters; many of them were
currencies and 12 percent against the yen. likely financed by borrowing through repurchase
Other contributing factors were the large capi-  agreements with U.S. bond dealers.
tal outflows from Japan that occurred as financial
conditions deteriorated in the fourth quarter and Net purchases increased from all areas of the
the accelerated reallocation of funds from domes- ~ world:  Net purchases from Western Europe,
Table S.—Selected U.S. Transactions With OPEC Members *
[Millions of dollars]
(Credits +; debits -) 1982r | 1983" | 1984" | 1985" | 1986" | 1987" | 1988" | 1989" | 1990" | 1991r | 1992" | 1993" | 1994r | 1995" | 1996P
Exports of goods, services, and income:
Goods, adjusted, excluding military ... 20,638| 15,257| 13,775 11,397| 10,386 10,714| 13,777 12,669 12,712| 18,446 19,726 18,692| 17,119 18,431| 20,355
Transfers under U.S. military agency sales contracts .. 4,700 5,555| 3,241| 2,890 2,992| 2,781| 1,430f 1,309 2,687 3,809| 4,454| 3,666 3,001 4,558 4,423
Royalties and license fees 2 116 81 75 84 48 103 77 71 94 149 140 175 157 200 214
Other private services? ... 3,395 3,397 2,611 2482 32,270 1,939| 1516 1541 1547| 2,029 2,725 2,396| 2,252| 2,261 2,258
U.S. Government miscellaneous services 29 44 48 41 15 25 18 16 20 16 22 13 14 17 11
Income receipts on U.S. assets abroad:
Direct investment receipts .. 33,474| 2,830 3,366| 2485 1,858 1965 1,875 1,835 2,854| 3,293| 3,224 2745 2,751| 4,033| 4,281
Other private receipts ..... 2,532| 2,256 2/453| 1,995 1535/ 1,680( 1,941 2435 2193 1,364 994 812| 1,146/ 1,285 1,251
U.S. Government receipts .. 174 274 212 222 196 167 215 154 261 217 187 141 122 182 266
Imports of goods, services, and income:
Goods, adjusted, excluding military ...........coovererrerninernnns -31,510| -24,919| —26,853| —22,834| -18,893| —24,416| —23,016| —29,243| —-37,024| -33,431| -32,377| —-32,644| -31,674| -35,199| 42,241
Direct defense expenditures ... -1,798| -1,976| -1,440| -962| -494| -37 -377| -614| -1,419| -784| -883| -455| -360| -334| 447
Royalties and license fees 2 ®) (D) D ®) (®) * -6 -1 * -1 -2 —44 -14 -18 -20
Other private services? ...... ®) o D D) 3(B)| -253| -259| -245| -330| -483| -414| -362| -412| -419| 457
U.S. Government miscellaneous services -98| -106| -116| -120{ -102| -118 -96| -104 -96 -87 47 -26 =37 -30 =31
Income payments on foreign assets in the United States:
Direct investment payments .. -327 27 38 -72 114 -78 164 -50 —98 -93 47 -55 73 4 74
Other private payments ...... —-3,556| -2,914| -3,094| -2,499| -1,916| -1,837| -2,175| -2,798| -2,892 -2,669| -2,302| -2,176| -1,964| -2,944| -2,794
U.S. Government payments .. -6,062| -5462| -4,806| -4,241| -3,141| -2,586 -2,141| -2,758| -3,297| -2,784| -2,514| -2,218| -1,995| -2,406| -2,685
U.S. Government grants -49 -51 -66 -62 -74 -84 -97| -130( 3,368| 27,422| 1,019 -196] -203| -196/ -163
U.S. Government pensions and other transfers ... -7 -8 -8 -9 =21 -25 -20 =22 -25| =305 -32 =27 =27 -25| -104
U.S. assets abroad, net (increase/capital outflow (=) .............. -6,891| -4,294| -1,138| 2,005 -945 571 —784| -1,875| 1,847 -577| -12,161 -513 -531 -158| -5,447
U.S. Government assets, other than official reserve assets,
. 41 82 -92 -7 158 141 -61 135 -253 788 -528 19 -420 -489 -248
-195( -525| -425| 358 -195| -165| -396] -212| -647| -246| -275 -85 -232| -878| -839
Repayments on U.S. credits and other long 238 586 331 348 349 308 344 343 481 397 278 224 177 181 427
U.S. foreign currency holdings and U.S. short-term as-
SBIS, ML ..o -2 21 2 3 4 -2 -9 4 87 -939 -531 -120 -365 208 164
U.S. private assets, net .. -6,932| -4,376| -1,046| 2,012 -1,103 712 —723| -2,010| 2,100 211| -11,633 -532 -111 331| -5,199
Direct investment .... -1,605 -1,292| -1,665 331 -1,357 -64] 1,133 535 -1,277| -2,706| -1,465 -1597| -987 -2,965| -1,859
Foreign securities ... . -218 =77 324 156 33 58| -365 96| -2,815 -17 337 -679| -2,077| 675 -2,777
U.S. claims on unaffiliated foreigners reported by U.S.
NoNbanking CONCEINS .........vvuevniereenereriseersiierssisias 589 98 171 208 43 81 41 100 13| -224 -44]  -306| -134 =31 =77
U.S. claims reported by U.S. banks, not included else-
WHETE i -5,698| -3,105 124 1317 178 -787| -1,532 -2,741| 6,179| 3,158|-10,461| 2,050| 3,087 4,002 -486
Foreign assets in the United States, net (increase/capital
inflow(+)) 10,488| -7,931| -3,133| -3,393| -9,380| -5371| -728| 15282 3,320 -4,416| 14,396| -9,031| 1,637 4,746| 18,236
Of which: foreign official . 7,271| -8,561| -4,664| -6,644| -9,308| -9,939| -2,885| 10,724| 1,555/ -5235| 5,626 -3,862 -1528| 3,959 13,573
U.S. Treasury securities . 7,345 -6,650 -3,501| -1,389| -4,938| -5398| 1,688 7,815| -244 -5902| 4,323| -6,302 -1,044| 1,300 14,346
Other U.S. securities ....... -673| -1,947| -3,228| -2,327| -1,746| -1,808| -2,591| 3,170| -2,676| 1,989 4,186| 3,322 -820| 1,592 308
Other U.S. Government liabilities .. . 37| -276 838 23| 427 957 177 437 505 151 569 718 1,733 515 387
U.S. liabilities reported by U.S. banks, not included else-
where ... 4,660 1,043 3458 325| -1,459| 2,405| -1,146| 1,836| 5,686| -164| 4,793| -5665| 1,482| 1,184| 2,315
Direct inves 1,427 -11 747 176 510 296/ 1,629 1503 -662 81 34| -927 123 -268 657
U.S. liabilities to unaffiliated foreigners reporte
NONDANKING CONCEINS ....ouuvirereieiieirereissieesseseniseieeas -3,008 -90| -1,447 -201| -1,320 91 —485 521 711 -571 491 =177 163 423 223
All other transactions with OPEC and transfers of funds be-
tween foreign areas, Nt ... 5,018 18,217| 15,086| 10,876| 15834| 16,335 8,686 2528 14,278(-11,115] 3,798 19,107 8,945 6,012 3,168
Memorandum:
Balance on go0GS ... -10,872| -9,662(-13,078| -11,437| -8,507| -13,702| -9,239( -16,574| -24,312| -14,985| -12,651| -13,952| —14,555 -16,768| —21,886

D Suppressed to avoid disclosure of data of individual companies.
" Revised.

P Preliminary.

* Less than $500,000 ().

1. OPEC members are Algeria, Ecuador, Gabon, Indonesia, Iran, Irag, Kuwait, Libya, Nigeria, Qatar, Saudi Arabia,
United Arab Emirates, and Venezuela. Beginning in January 1993, excludes Ecuador. Individual country information

is not available for all accounts; therefore, some accounts are estimated from regional data.
2. Beginning in 1982, these lines are presented on a gross basis. The definition of exports is revised to exclude
U.S. parents’ payments to foreign affiliates and to include U.S. affiliates’ receipts from foreign parents. The definition
of imports is revised to include U.S. parents’ payments to foreign affiliates and to exclude U.S. affiliates’ receipts
from foreign parents.
3. Break in series. See Technical Notes in June 1989 and June 1990 SURVEY.
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mostly the United Kingdom, were $82.8 billion,
up from $35.5 billion; net purchases from Japan
and other Asian countries, were $49.9 billion, up
from $19.9 billion; and net purchases from the
Caribbean, were $25.5 billion, down from $37.5 bil-
lion. Gross trading activity in U.S. Treasury bonds
increased 23 percent in 1996 (charts 11 and 12).

Other U.S. securities—Net foreign purchases of
U.S. securities other than U.S. Treasury securities
surged to a record $131.7 billion in 1996 from $95.3
billion in 1995 (table P, charts 11 and 12). A step-
up to record net purchases of corporate and U.S.
agency bonds was partly offset by a small decrease
in net foreign purchases of U.S. stocks.

Net foreign purchases of U.S. corporate and
other bonds accelerated to $119.8 billion from $81.9
billion. Investors from Western Europe, Japan, the
Caribbean, Canada, and Asia increased their net
purchases.

Transactions in outstanding corporate bonds
surged to a record $21.4 billion in net purchases
from net sales of $2.3 billion. Low inflation, rising
bond prices in the second half of the year, and dol-
lar appreciation contributed to the surge. Gross
trading activity in outstanding corporate bonds
increased 56 percent in 1996.

New issues sold abroad by U.S. corporations
(excluding U.S. federally-sponsored agency issues)
remained strong at $53.4 billion but were down
from a record of $59.3 billion in 1995. Issues placed
by banking corporations increased sharply to $15.5
billion from $11.0 billion, largely reflecting an in-
crease in asset securitizations. Straight fixed-rate
note placements dropped sharply, while floating-
rate placements increased. Issues denominated
in U.S. dollars and in foreign currencies declined
(table R).

Net foreign purchases of newly issued and out-
standing U.S. federally-sponsored agency bonds
were $45.0 billion, up from $25.0 billion, largely

reflecting purchases by investment funds in the
Caribbean. Gross trading activity in agency bonds
increased 29 percent in 1996.

Net foreign purchases of U.S. stocks were $11.9
billion, down from $13.4 billion. Net foreign pur-
chases were not particularly strong in either 1995
or 1996, despite a 32-percent rise in U.S. stock
prices in 1995 and a 21-percent rise in 1996—much
larger rises than in many foreign stock markets
(chart 13).

However, gross trading activity in stocks
increased 35 percent in 1996.

Direct investment.—Net capital inflows for foreign
direct investment in the United States were a record
$84.0 billion in 1996, compared with $60.2 billion
in 1995 and the previous record of $67.7 billion in
1989. Both equity and intercompany debt inflows
increased strongly (table M).

Equity capital inflows were $53.2 billion in 1996,
well above $39.5 billion in 1995 and the highest
since 1990. The step-up occurred despite some
exceptionally large acquisitions in 1995 that were
not matched by similar sized acquisitions in 1996.
Over one-half of the step-up from 1995 to 1996
was accounted for by German and French parents.
German parents made large investments in non-
manufacturing industries, particularly telecom-
munication services, insurance services, and health
services. French parents made large investments
in telecommunications and manufacturing. In-
vestments by Japan accounted for much of the
remainder of the step-up.

Intercompany debt inflows were $15.1 billion in
1996, compared with $7.4 billion in 1995. Most of
the step-up was from Japan. Inflows from Western
Europe were changed little in total, but contained
especially large inflows and outflows.

Reinvested earnings were $15.7 billion, compared
with $13.3 billion.

Tables 1 through 10 follow. |pef
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Table 1.—U.S. International Transactions
[Millions of dollars]
Not seasonally adjusted Seasonally adjusted
Line (Credits +; debits -) * 1995 1996 P 1996 1996
| ] i \A4 I I r VP
1| Exports of goods, services, and income 969,189 | 1,032,478| 251913 | 257,059 | 253384 | 270,122 252,656 | 257,035 254,405 268,380
2 Goods, adjusted, excluding military 2 575940 611,669 | 150,885| 154,329 | 145763 160,692 150,032| 153,120| 150,144| 158373
3 Services 3 210590 223907 | 53506| 54562| 59287 56552 55075| 55853| 55565| 57413
4 Transfers under U.S. military agency sales contracts 4 13,405 13,802 3,092 3,500 3,330 3,880 3,092 3,500 3,330 3,880
5 Travel 61,137 64,499 14,486| 16,052 18,697 | 15264| 16,205| 16,103| 15653| 16,538
6 Passenger fares 18,534 19,579 4,470 4813 5,653 4,643 4,854 4,896 4,799 5,030
7 Other transportation 28,063 29,115 6,839 7,274 7,400 7,602 6,966 7,289 7,343 7,516
8 Royalties and license fees > 26,953 28,829 6,813 7,030 7,125 7,862 7,180 7,160 7,256 7,234
9 Other private services ® 61,724 67,268 17,532 15,736 16,890 17,110 16,504 16,748 16,991 17,024
10 U.S. Government miscellaneous services 775 815 274 157 193 191 274 157 193 191
1 Income receipts on U.S. assets abroad 182,659 | 196,902 47,522| 48167| 48334| 52879| 47549 48062| 48,696 | 52,594
12 Direct investment receipts 88,882 98,260 | 23,409 23973| 23343| 27535| 23538 23598 23851 27,273
13 Other private receipts 89,064 94,078 22,806 23218 23578| 24476 22806| 23218 23578 24,476
14 U.S. Government receipts 4,713 4,564 1,307 976 1,413 868 1,205 1,246 1,267 845
15 | Imports of goods, services, and income -1,082,268 | -1,155,101 | 267,971 | —287,807 | —298,897 | 300,427 | —276,975 | -288,208 | —292,782 | —297,139
16 Goods, adjusted, excluding military 2 —749,364 | -799,343 | -187,248 | -198,889 | 204,588 | —208,618 | -193,159 | -200,490 | -202,013 | -203,681
17 Services 3 -142,230| -150,440| -33770| -38435| -41,131| -37,104| -36578| -37441| -37975| -38,450
18 Direct defense expenditures -9820| -10993| -2603| -2775| -2815| -2800( -2,603| -2,775| -2,815| -2,800
19 Travel —45,855 -48,712| -10,145( -13185( -14,382| -11,000( -12,241| -12,097| -11,867| -12,508
20 Passenger fares -14,313 -14,287 -3,247 3,732 -3,984 -3,324 -3,531 -3,557 -3,506 -3,693
21 Other transportation -29,205| -29,100 -6,732| -7,220| -7,673| -7,475| -6,895| -7,288| -7,466| -7,453
22 Royalties and license fees® -6,312 -7,036| -1553| -1659| -2108| 1716 -1595| 1722 -2080( -1,639
23 Other private services ® -33970| -37,626| -8799| -9253| -9472| -10,103| -9,022| -9,390| -9544| -9,671
24 U.S. Government miscellaneous services -2,755 -2,686 -691 -612 -697 -686 -691 -612 -697 -686
25 Income payments on foreign assets in the United States -190,674| -205318| -46,953| -50,482| -53,178| -54,704| -47,238| -50,277| -52,794| -55,008
26 Direct investment payments -31,418| -33817| 6667 -8925| -9513| -8711| -6952| -8720| -9,129| -9,015
27 Other private payments -97977| -100,159 | -24,122| -24,725| -25172| -26,140| -24122| -24,725| -25172| -26,140
28 U.S. Government payments -61279| -71.342| -16,164| -16,832| -18,493| -19,853| -16,164| -16,832| -18,493| -19,853
29 | Unilateral transfers, net -35,075 -42,472| -10,979 -8,871 -9,661| -12,961| -10,955 -9,420 -9476 | -12,621
30 U.S. Government grants 4 -10,959 -14,634 -4,259 -2,364 -2,580 -5,431 —4,259 -2,364 -2,580 -5,431
31 U.S. Government pensions and other transfers -3,420 4,233 -831 781 -1,188 -1,433 -1,012 -1,081 -1,064 -1,076
32 Private remittances and other transfers -20,696 -23,605 -5,889 -5,726 -5,893 -6,097 -5,684 -5,975 -5,832 -6,114
33 | U.S. assets abroad, net (increase/capital outflow (-)) -307,856 | -306,830| -70,051| -52,420| -74,951| -109,409| -68,723| -50,699| -73313| -114,095
34 U.S. official reserve assets, net” -9,742 6,668 17 -523 7,489 -315 17 -523 7,489 -315
35 Gold
36 Special drawing rights -808 370 -199 -133 848 -146 -199 -133 848 -146
37 Reserve position in the International Monetary Fund -2,466 -1,280 -849 —-220 -183 -28 -849 -220 -183 -28
38 Foreign currencies -6,468 7,578 1,065 -170 6,824 -141 1,065 -170 6,824 -141
39 U.S. Government assets, other than official reserve assets, net -280 -665 -152 -353 166 -326 -152 -353 166 -326
40 U.S. credits and other long-term assets -4,640 -4,909 -1,010 -1,489 -1,124 -1,286 -1,010 -1,489 -1,124 -1,286
41 Repayments on U.S. credits and other long-term assets ® 4,258 4,155 1,005 875 1,205 1,070 1,005 875 1,205 1,070
42 U.S. foreign currency holdings and U.S. short-term assets, net 102 89 -147 261 85 -110 -147 261 85 -110
43 U.S. private assets, net -297,834| -312,833| -69,916| -51,544| -82,606| -108,768| -68588| -49,823| -80,968| -113,454
44 Direct investment -95509| -88,304| -24503| -27,896| -10,781| -25125| -23175| -26,175| -9,143| -29,811
45 Foreign securitie: -98960| -104,533| -34,420| -20,200| -22,933| -26,980| -34,420| -20,200| -22,933| -26,980
46 U.S. claims on unaffiliated foreigners reported by U.S. nonbanking CONCEMNS ..........cooewvuucrveeerreorerreeennens -34219| -31,777| -12,707 na.| -15696 na.| -12,707 -3,374| -15,696 na.
47 U.S. claims reported by U.S. banks, not included elsewhere —-69,146 | -88,219 1,714 -74| -33,196| -56,663 1,714 74| -33,196| -56,663
48 | Foreign assets in the United States, net (increase/capital inflow (+)) 424,462 525,046 99,219| 100,852 | 143,611 | 181,365 99,475 100,553 | 142,970 182,048
49 Foreign official assets in the United States, net 109,757 122,778 52,021 13,566 24,235 32,956 52,021 13,566 24,235 32,956
50 U.S. Government securities 72547| 115482| 55652 -2,126| 26,689 35267| 55652 -2,126| 26,689| 35267
51 U.S. Treasury securities ® 68,813| 111,151| 55600 -3,384| 25472| 33463| 55600 -3384| 25472| 33,463
52 Other 10 3,734 4,331 52 1,258 1,217 1,804 52 1,258 1,217 1,804
53 Other U.S. Government liabilities ** 1,082 1,404 -156 220 1,061 279 -156 220 1,061 279
54 U.S. liabilities reported by U.S. banks, not included elsewhere 32,862 4,614 -3,264 14,187 -1,930 -4,379 -3,264 14,187 -1,930 4,379
55 Other foreign official assets 12 3,266 1,278 =211 1,285 -1,585 1,789 -211 1,285 -1,585 1,789
56 Other foreign assets in the United States, net 314,705| 402,268 | 47,198| 87,286 119376 148409 47454| 86,987 | 118,735| 149,092
57 Direct investment 60,236 83,950 | 28,438( 17,731 21697| 16085| 28694 17432 21,056 16,768
58 U.S. Treasury securities 99,340| 153,784 11,832 31,212 43402| 67338 11,832 31212 43402 67,338
59 U.S. securities other than U.S. Treasury securities 95,268 131,682 35,993 29,122 34,820 31,747 35,993 29,122 34,820 31,747
60 U.S. liabilities to unaffiliated foreigners reported by U.S. nonbanking CONCEMNS ........cccccvverveeerveorerreeennens 34,578 na. 6,506 7,296 20,608 na. 6,506 7,296 20,608 na.
61 U.S. liabilities reported by U.S. banks, not included elsewhere 25,283 -1558| -35571 1925| -1,151 33,239| -35571 1,925 -1,151 33,239
62 | Allocations of special drawing rights
63 | Statistical discrepancy (sum of above items with sign reversed) 31,548 -53,122 -2,131 -8,812 | -13/486| -28,692 4,522 -9,261| -21,804| -26,573
63a Of which seasonal adjustment discrepancy 6,653 -449 -8,318 2,119
Memoranda:
64 | Balance on goods (lines 2 and 16) -173424| -187,674| -36,363| -44,560 | -58,825| -47,926| -43127| -47.370| -51,869| -45308
65 | Balance on services (lines 3 and 17) 68,360 73467| 19736 16,127 18157 19.447| 18497| 18412| 17,590| 18963
66 | Balance on goods and services (lines 64 and 65) -105,064 | -114,207| -16,627| -28433| -40,668| -28,479| -24,630| -28,958| -34,279| -26,345
67 | Balance on investment income (lines 11 and 25) -8,01 -8,416 569 -2,315 4,844 | -1,825 311 2,215 4,098 -2414
68 | Balance on goods, services, and income (lines 1 and 15 or lines 66 and 67) 13 .........ccocvuemrerrrereermrsnserereesronnns -113,079| -122,623| -16,058| -30,748| -45512| -30,304| -24,319| -31,173| -38,377| -28,759
69 | Unilateral transfers, net (line 29) -35075| -42472| -10979| -8871| -9661| -12,961| -10955| -9420| -9476| -12,621
70 | Balance on current account (lines 1, 15, and 29 or lines 68 and 69) 13 -148,154 | -165,095| -27,037| -39,619| -55173| -43,265| -35274| -40,593| -47,853| -41,380

See footnotes on page 55.
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Table 2—U.S. Trade in Goods

[Millions of dollars]

Not seasonally adjusted Seasonally adjusted
Line 1995 | 1996P 1995 1996 1995 1996
Il 1] v Il lnr VP Il 1] v " I i \A4
A | Balance of payments adjustments to Census trade data:
EXPORTS
1 | Exports of goods, Census basis * including reexports and including
military grant shipments 584,743| 624,767| 147,055| 143,085 153,392| 153,262 157,220| 149,943 | 164,342 145,209( 147,100| 151,813 152,409| 156,011| 154,324| 162,023
Adjustments:
2 Private gift parcel remittances 817 839 209 197 215 226 209 189 215 209 197 215 226 209 189 215
3 Gold exports, nonmonetary 38 264 13 L FETIN IN 247 8 9 13 L) FETIN IRN 247 8 9
4 Inland U.S. freight to Canada?
5 U.S.~Canadian reconciliation adjustments, n.e.c., net®
6 Exports transferred under U.S. military agency sales contracts identified
in Census documents 4 -8,641| -12,428| -2,239| -2,087| -2,277| -2,160| -2,944| -3,859| -3465| -2,239| -2,087 -2,277| -2,160| -2,944| -3,859| -3,465
7 Other adjustments, net> -1,017| -1,773| 209 -251| -329| —443| -403| 518/ -409| -209| -251| -329| -443| 403 518 409
8 | Equals: Exports of goods, adjusted to balance of payments basis,.
excluding “military” (table 1, line 2) 575,940| 611,669| 144,829| 140,969 151,001| 150,885| 154,329| 145,763| 160,692 | 142,983 | 144,984| 149,422| 150,032| 153,120| 150,144| 158,373
IMPORTS
9 | Imports of goods, Census basis  (general imports) ... 743,445| 791,363| 187,108| 189,528| 190,603| 185,365| 195,151| 203,078| 207,769| 187,961| 186,857| 186,499| 191,276| 196,752| 200,503| 202,832
Adjustments:
10 Electric energy 84 92 21 21 21 23 23 23 23 21 21 21 23 23 23 23
11 Gold imports, nonmonetary 3066| 4,948 2,205|....... 236 1,056 2973 794 125|  2,205].............. 236 1,056 2973 79 125
12 Inland freight in Canada ? 3,350/ 3,596 853 811 857 935 913 862 886 853 811 857 935 913 862 886
13 U.S.~Canadian reconciliation adjustment, n.e.c., net®
14 Imports of U.S. military agencies identified in Census documents ........... -470| 505 -113| -120f -126 -98| -135| -131| 141 -113| -120| -126 -98| -135| -131| -141
15 Other adjustments, net®7” -111|  -151 -18 =37 -39 -33 -36 -38 -44 -18 =37 -39 -33 -36 -38 —44
16 | Equals: Imports of goods, adjusted to balance of payments basis,
excluding “military” (table 1, line 16) 749,364| 799,343| 190,056| 190,203| 191,552| 187,248| 198,889| 204,588| 208,618| 190,910| 187,532| 187,448 193,159 200,490| 202,013| 203,681
B | Trade in goods, by area and country, adjusted to balance of payments
basis, excluding military:
EXPORTS
1| Total, all countries (A-8) 575,940| 611,669| 144,829| 140,969 151,001| 150,885| 154,329| 145,763| 160,692 | 142,983 | 144,984| 149,422| 150,032| 153,120| 150,144| 158,373
2 Western Europe 132,4421 137,207 33906| 31,198/ 35457| 34,895 36,062| 30,601| 35,649 33,446| 32,039| 35152| 34,770| 35727| 31,497| 35213
3 European Union 121,482| 124,785 30,627| 28921| 32,700 31,633| 32,480| 27,917| 32,755 30,208| 29,692| 32,418 31,525| 32,181| 28,718| 32,361
4 Belgium and Luxembourg 12,838| 12,685| 3,213| 3,254| 3322| 3,145| 3,125 3,062| 3,353| 3,166 3,333| 3,294| 3,138 3,092 3,144 3311
5 France 14253| 14,442 3663| 3235/ 3,648/ 3,731 3,548/ 3,200 3,963 3,610/ 3,313 3,623| 3,727 3510| 3281 3924
6 Germany © 21,882 23,005( 5409 5247 5978/ 5847/ 5806/ 5295 6,057 5330 5383 5929| 5829 5747| 5444| 5985
7 Italy 8,690 8627 2261 1967 2374/ 2401 2301 1800( 2125 2233 2021| 2352 2392| 2283 1855| 2,097
8 Netherlands 16,225 16,476 4,210( 3,752 4,473 4,127\ 3914 3491| 4,944| 4,165| 3,868| 4,425 4,099 3,898| 3,602 4,877
9 United Kingdom 28,024| 30,238 7,224| 6,834 72393 7,263| 9,037| 6,961 6,977 7,112 7,002 7,339| 7,254] 8934| 7,147| 6,903
10 Other 19,570 19,312| 4,647( 4,632 5512 5119 4,749 4,108| 5336| 4,592| 4,772| 5456| 5086| 4,717| 4,245 5264
11 Western Europe, excluding EU 10,960( 12,422\ 3,279 2277 2,757 3,262| 3582 2,684| 2,894| 3238| 2347| 2,734| 3,245 3546| 2,779 2,852
12 Canada® 127,585/ 133,993 33,045 30,146/ 32,339 33,138| 34,066 32,399| 34,390( 32,580| 30,897| 32,089| 33,051) 33712 33,227 34,003
13 Japan 63,115 65980| 15580| 16,230( 16518| 17,057| 16,615| 16,130| 16,178| 15428 16,771| 16,267| 16,875| 16,570 16,684| 15,851
14 Australia, New Zealand, and South Africa 1©
15 Australia 10,500 11,703 2,663 2,607 2642 2975 2914 2,890| 2,924| 2621| 2670| 2623| 2971 2877 2961 2,89%
16 Eastern Europe 5722| 7354| 1463| 1391| 1,696 1929| 1,638 1,788| 1,999| 1,454| 1,450\ 1,663 1,900 1,645 1,867 1,942
17 Latin America and Other Western Hemisphere ... | 95,842( 109,074 23,507| 23,998| 24,921| 24,665 26,440| 27,718 30,251| 23,185| 24,654 24,665 24,514| 26,228| 28,518| 29,814
18 Brazil 11,155 12,343 2959 2519 2,892 2,549 2,924| 3372 3,498 2,915 2,584| 2,872| 2,541] 2,886] 3461| 3,455
19 Mexico 46,182| 56,998/ 10,847| 11,690 12,079| 12980| 13,642| 14,348| 16,028/ 10,694| 11,999| 11,958 12,902| 13,538| 14,754| 15,804
20 Venezuela 4,606 4,665 1194 1282| 1074 1062| 1215 1,180 1208 1,178 1,317 1,062 1,055 1,206/ 1,214 1,190
21 Other 33,899 35068| 8507| 8507| 8876| 8074| 8659 8818 9517| 8398 8754 8773 8016 8598 9,089 9,365
22 Other countries in Asia and Africa 80 140,734| 146,356| 34,665| 35,399| 37,428| 36,224 36,594| 34,237| 39,301| 34,269| 36,503| 36,963| 35,949| 36,361| 35390| 38,656
23 Asia810 130,463| 135,382 32,216| 32,722| 34,641| 33483| 33,890| 31,477| 36,532 31,832| 33,713| 34,239| 33,259| 33,658| 32,504| 35,961
24 Members of OPEC 12,329| 13888 3,021| 2,775| 3,339| 3,246| 3,538 3,282| 3,822| 2,983 2,871 3,298 3,218 3507 3401 3762
25 China 11,750| 11,941 2,678| 2,815| 3,352| 3,119| 2,518 2,511 3,793| 2,665 2,916 3,312 3,095| 2515 2,604 3727
26 Hong Kong 14,197| 13891 3752 3564| 3599 3,093 3,646/ 3,307 3,845 3,705/ 3,666 3,558| 3,075 3,619| 3,410| 3,787
27 Korea, Republic of 24200 25632| 6,031 6,137 6305 6278 6359| 6278 6,717 5963| 6337 6,222| 6,222| 6,329| 6,485 6,596
28 Singapore 14,901 16,247 3,415( 3,881 4,262 4246 4,178 3912\ 3911| 3357| 3,968| 4,233| 4,243 4124| 4,005 3,875
29 Taiwan 18521| 17,522| 4,960| 4,591 4,365 4,319| 4,612 3,992| 4,599 4,904| 4,736 4,305 4,277 4591 4142 4512
30 Africa 810 9,973| 10,653| 2,369 2,601 2,706/ 2,673 2627 2680( 2673| 2357 2705| 2651 2624| 2622 2799 2,608
31 Members of OPEC 1,496| 1,802 392 373 357 393 608 381 420 394 387 348 383 609 399 411
32 International organizations and unallocated 2 2 2
Memoranda:
33 Industrial countries 8 338,123| 353,722| 86,350 81,397| 88,059| 89,259| 90,858| 83,290 90,315| 85216| 83,623| 87,224| 88,855 90,075| 85,674| 89,118
34 Members of OPEC & 18,431| 20,355 4,607 4,430 4,770| 4,701| 5361| 4,843 5450 4,555| 4,575 4,708| 4,656] 5322| 5014| 5363
35 Other countries & 219,386| 237,590 53,872| 55,142| 58,172| 56,923| 58,110 57,630| 64,927| 53,212| 56,786 57,490 56,519 57,723| 59,456| 63,892

See footnotes on page 55.
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Table 2.—U.S. Trade in Goods—Continued
[Millions of dollars]
Not seasonally adjusted Seasonally adjusted
Line 1995 1996 P 1995 1996 1995 1996
Il 1] v Il lnr VP Il 1] v " I i \A4
B | Trade in goods, by area and country, adjusted to balance of pay-
ments basis, excluding military &—Continued:
IMPORTS
36 | Total, all countries (A-16) 749,364| 799,343| 190,056| 190,203| 191,552| 187,248| 198,889| 204,588| 208,618| 190,910( 187,532| 187,448 193,159 200,490| 202,013| 203,681
37 Western Europe 147,650 161,268| 39,574 35559| 37,968| 37,984| 41951 39,695 41,638| 39,749 35048| 37,130 39,202 42,280| 39,183| 40,603
38 European Union 134,193| 146,054| 35941| 32,218| 34,558| 34,495| 37550 36,116 37,893| 36,100 31,752| 33,791| 35,609 37,851| 35,648| 36,946
39 Belgium and Luxembourg 8,755 9,501 3,446 1463 1650( 2601| 3303f 1,740| 1857| 3451| 1440| 1612| 2,656 3317 1,717 1811
40 France 17,175| 18,625 4,412 4,221| 4347| 4358| 4,654| 4,656| 4,957 4,431 4157 4247 4505 4,694 4594 4,832
41 Germany © 36,764| 38,820| 9,649| 9,269| 9588/ 9,053| 9574/ 9,800 10,393| 9,699 9137 9375 9,363 9,657 9,670/ 10,130
42 Italy 16,335 18,203| 4,089 4,049| 4,328 4,374| 4,469 4,663| 4,697| 4,109 3,990 4231 4521 4507 4599 4576
43 Netherlands 6,396 7476 1,630 1548 1,802 1527 1902 2294 1753| 1638| 1528| 1,763| 1577 1916| 2273 1,710
44 United Kingdom 26,733| 28,753| 6,897| 6,448| 6967| 6,687| 7391 7,000/ 7675| 6927 6,356 6,817 6,898 7452 6,911 7,492
45 Other 22,035| 24,676| 5818| 5220| 5876| 5895 6257 5963| 6561| 5845 5144/ 5746/ 6,089 6,308 5884 6,395
46 Western Europe, excluding EU 13457 15214 3633 3341 3410( 3489 4,401 3579 3,745 3,649 3,296 3,339| 3,593] 4429| 3535 3,657
47 Canada® 148,087| 159,215| 37,882 35226 38,496| 38,197| 41,392| 39,183| 40,443| 38,035 34,719| 37,660 39,371| 41,703| 38,667| 39,474
48 Japan 123,466| 115,194 32,570 31,055| 29,144| 28,762| 27,953| 28,402| 30,077| 32,694 30571| 28455 29,725 28,173| 28,003| 29,293
49 Australia, New Zealand, and South Africa 1©
50 Australia 3,401 3,887 825 848 822 828 882 990 1,187 827 835 803 857 891 979 1,160
51 Eastern Europe 7,012 6,978 1,956 1623 1475 1363| 1678 1772 2165| 1959| 1595 1437| 1412 1696 1,753 2,117
52 Latin America and Other Western Hemisphere ... | 104,625| 122,910 25,941 26,214| 27,110/ 27,915 30,958| 31,556| 32,481| 26,049| 25863| 26,562| 28,723| 31,202| 31,193 31,792
53 Brazil 8,829 8,761 2,081 2,219 2346 2059 2,159 2,333| 2210| 2,091| 2186| 2293| 2128| 2177 2302 2154
54 Mexico 62,361 73,793 15356| 15512 16,349| 16916 18512 18,862 19,503| 15423 15297| 16,001| 17,448( 18,665| 18,629| 19,051
55 Venezuela 9,719| 12,904| 2479| 2480| 27398| 2649| 3215 3416 3624| 2485 2458/ 2373 2,675 3,235/ 3,399 3,595
56 Other 23,716| 27/452| 6,025 6,003 6,017| 6291 7,072 6945 7144| 6,050 5922 5895 6,472 7,125/ 6,863 6,992
57 Other countries in Asia and AfficaB20 ... 215,123| 229,891| 51,308| 59,678 56,537| 52,199| 54,075 62,990 60,627| 51,597 58901| 55401| 53,869 54,545| 62,235| 59,242
58 Asia810 199,549| 211,071| 47,216| 55,657 52,698| 48,263 49,220 57,787| 55801| 47,491| 54,921| 51,609| 49,873 49,660| 57,066| 54,472
59 Members of OPEC 17,544 19301 4360 4563| 4447\ 4126 4576/ 5239 5360 4,376 4,513 4383| 4210 4610| 5197| 5284
60 China 45542| 51,494| 10,764| 13,700| 11,716/ 10,059| 11,308| 15,792| 14,335| 10,835| 13522| 11,474| 10,433| 11,439| 15,615 14,007
61 Hong Kong 10,284 9,857 2,361 2984 2,719 2271 2237\ 2,742| 2,607| 2376| 2945 2661| 2,350 2,258| 2,707 2,542
62 Korea, Republic of 24,154| 22,631| 5730| 6,613| 6,626| 6,202 5507 5300/ 5622| 5766/ 6526 6,486 6,402 5543 5218 5468
63 Singapore 18557 20,336 4,339 5071 5254 5060( 5023 5193 5060( 4,368 5006 5145 5228 5061 5119| 4,928
64 Taiwan 28969| 29907| 6997| 7,711| 7625 6869| 7,246| 7944| 7848 7,035 7,603| 7458/ 7,06| 7,311 7,840| 7,650
65 Africa 810 15239 18550f 3940 3955 3,775 3888 4,791| 5098 4,773 3,952 3,916/ 3,729| 3,945 4,820| 5064| 4,721
66 Members of OPEC 7,936| 10,036| 2,039| 2,063| 1950| 2,019| 2682 2946 2389 2044 2,047 1934 2,031 2,697 2,933 2,375
67 International organizations and unallocated
Memoranda:
68 Industrial countries & 426,271 443,354 111,861| 103,619| 107,299| 106,611| 113,216| 109,247| 114,280 112,319| 102,090 104,897| 110,023 | 114,094| 107,796 111,441
69 Members of OPEC & 35199 42,241| 8878| 9,106| 8795 8794| 10473 11601 11,373| 8905 9,018/ 8690 8916 10,542| 11,529| 11,254
70 Other countries & 287,894| 313,748| 69,317 77,478 75458| 71,843| 75200( 83,740 82965| 69,686 76,424| 73,861| 74,220 75854| 82,688| 80,986
BALANCE (EXCESS OF EXPORTS +)
71 | Total, all countries 173,424| -187,674| —45,227| -49,234| —40,551 | -36,363| —44,560( -58,825| —47,926| —47,927| —42,548| -38,026| —43,127| -47,370| -51,869| —45,308
72 Western Europe -15,208] -24,061| -5,668| -4,361| -2,511| -3,089| -5889| -9,094| -5989| -6,303| -3,009| -1978| -4,432| -6553| -7,686| -5390
73 European Union -12,711] -21,269| -5314| -3,297| -1,858| -2,862| -5070| -8,199| -5138| -5892| -2,060| -1,373| -4,084| -5670| -6930| -4,585
74 Belgium and Luxembourg 4,083 3,184 =233 1,791 1,672 544 -178| 1,322 1,496 -285 1,893 1,682 482 -225 1,427( 1,500
75 France -2,922| 4,183 749 -986 —-699 -627| -1,106| -1,456 -994 -821 -844 —624 -778| -1,184] -1,313 -908
76 Germany © -14,882] -15815| -4,240( -4,022| -3,610| -3,206| -3,768| -4,505| -4,336| -4,369| -3,754| -3,446| -3534| -3910 -4,226| -4,145
77 Italy -7,645| -9,576| -1,828 -2,082| -1954 -1973| -2,168| -2,863| -2,572| -1,876| -1,969| -1,879| -2,129| -2,224| -2,744| -2,479
78 Netherlands 9,829 9,000) 2,580 2,204 2671 2600( 2012( 1197 3,191| 2527| 2340| 2662| 2522| 1982| 1,329 3,167
79 United Kingdom 1,291 1,485 327 386 426 576 1,646 -39| 698 185 646 522 356 1,482 236 -589
80 Other -2,465| -5364| -1,171| -588 -364| -776| -1,508| -1,855| -1,225| -1,253| -372| -290| -1,003| -1591f -1,639| -1,131
81 Western Europe, excluding EU -2,497) -2,792| -354| -1,064| -653| -227| -819| -895| -851| -411| -949| -605| -348| -883| -756| -805
82 Canada® -20,502| -25,222| -4,837| -5,080| -6,157| -5,059| -7,326| -6,784| -6,053| -5455| -3,822| -5571| -6,320| -7,991| -5440 -5471
83 Japan -60,351| -49,214| -16,990| -14,825| -12,626| -11,705| -11,338| -12,272| -13,899| -17,266| —13,800( -12,188| —12,850( -11,603| —11,319( -13,442
84 Australia, New Zealand, and South Africa 1©
85 Australia 7,099 7,816 1,838| 1,759 1,820 2,147 2,032 1,900 1,737 1,794 1835 1820( 2114| 1986 1982| 1,734
86 Eastern Europe -1,290 376 -493| -232 221 566 -40 16| -166| -505| -145 226 488 -51 114  -175
87 Latin America and Other Western Hemisphere ... -8,783| -13,836| -2,434 -2,216| -2,189| -3,250| -4,518 -3,838| -2,230| -2,864| -1,209| -1,897| -4,209| -4,974| -2,675| -1,978
88 Brazil 2,326 3,582 878 300 546 490 765 1,039 1,288 824 398 579 413 709 1,159 1,301
89 Mexico -16,179| -16,795| -4,509| -3,822| -4,270| -3,936| -4,870| -4,514| -3,475| -4,729| -3,298| -4,043| -4,546( -5127| -3,875 -3,247
90 Venezuela -5113| -8,239| -1,285( -1,198| -1,324 -1587| -2,000( -2,236| -2,416| -1,307| -1,141| -1,311| -1,620| -2,029| -2,185| -2,405
91 Other 10,183 7616 2,482| 2504 2859 1,783| 1587 1,873| 2373 2348 2,832| 2878| 1544 1473 2,226 2,373
92 Other countries in Asia and AfficaB20 .............cvimmrrririimnnesisiiisiinnens -74,389] -83,535| 16,643 -24,279| -19,109| -15,975| -17,481| -28,753| -21,326| -17,328| -22,398| -18,438| —17,920| -18,184| —26,845| —20,586
93 Asia810 -69,086] -75,689| -15,000( -22,935 -18,057| -14,780| -15,330| -26,310| -19,269| -15,659| -21,208| -17,370| -16,614| -16,002| —24,562| -18,511
94 Members of OPEC -5,215| -5413| -1,339| -1,788| -1,108/ -880| -1,038| -1,957| -1,538| -1,393| -1,642| -1,085| -992| -1,1103| -1,796 -1522
95 China -33,792| -39,553| -8,086| -10,885| -8,364| -6,940| -8,790| -13,281| -10,542| -8,170| -10,606| -8,162| -7,338| -8924|-13,011|-10,280
96 Hong Kong 3,913 4,034 1391 580 880 822 1,409 565 1,238 1,329 721 897 725 1,361 703 1,245
97 Korea, Republic of 46 3,001 301f 476 -321 76 852 978| 1,095 197| -189| -264| -180 786 1,267 1,128
98 Singapore -3,656] 4,089 -924| -1,190( -992| -814| -845| -1,281| -1,149| -1,011| -1,038| -912| -985| 937 -1,114| -1,053
99 Taiwan -10,448| -12,385| -2,037| -3,120| -3,260| -2,550| -2,634| -3,952| -3,249| -2,131| -2,867| -3,153| -2,829| -2,720| -3,698| -3,138
100 Africa 810 -5266| -7,897| -1571| -1,354| -1,069| -1215| -2,164| -2,418| -2,100| -1,595| -1,211| -1,078| -1,321| -2,198| -2,265| -2,113
101 Members of OPEC -6,440] -8,234| -1,647| -1,690| -1,593| -1,626| -2,074| -2,565| -1,969| -1,650| -1,660| -1586| -1,648| -2,088| -2534| -1,964
102 International organizations and unallocated 2 2 2
Memoranda:
103 Industrial countries & -88,148| -89,632| -25,511| -22,222| -19,240| -17,352| -22,358| -25,957| -23,965| —27,103| -18,467 | -17,673| -21,168| -24,019| -22,122| -22,323
104 Members of OPEC & -16,768| -21,886| -4,271| -4,676| -4,025| -4,093| -5112| -6,758| -5923| -4,350| -4,443| -3982| -4,260| -5220| -6515| -5891
105 Other countries & -68,508| -76,158| -15,445 -22,336 | -17,286| -14,920| -17,090| -26,110| -18,038| -16,474| -19,638| -16,371| -17,701| -18,131| -23,232| -17,094

See footnotes on page 55.
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Table 2—U.S. Trade in Goods—Continued

[Millions of dollars]

Not seasonally adjusted Seasonally adjusted
Line 1995 | 1996P 1995 1996 1995 1996
Il 1] v Il lnr VP Il 1] v " I i \A4
C | Trade in goods, by principal end-use category, adjusted to balance of
payments basis, excluding military:
1 | Exports of goods, balance of payments basis, excluding military (A-8) | 575,940( 611,669 144,829( 140,969( 151,001| 150,885 154,329 145,763 160,692 142,983 144,984 149,422| 150,032 153,120| 150,144 | 158,373
2 Agricultural products 57,228 61,436| 13,084 13431| 16,031| 16,780 14,387 13,637| 16,632| 13,452| 14,732| 15,168 15865| 15109| 15,032| 15430
3 Nonagricultural products 518,712| 550,233| 131,745| 127,538 134,970| 134,105 139,942| 132,126 144,060| 129,531 130,252 | 134,254 134,167| 138,011| 135,112| 142,943
4 Foods, feeds, and beverages 50,533| 55493| 11,422| 12,879 13,991| 14,416 13,109 13,089| 14,879| 11,949| 13,341| 13,314| 13,991| 13,887 13742| 13,873
5 Agricultural 46,093| 51,181 10,457| 11,441 12,994 13,406| 12,141 11,820| 13,814 10,806| 12,226 12,186| 12,960 12,752| 12,769 12,700
6 Grains and preparations 18,613 21,226/ 3956 5016 5306 5743 5223 5291| 4,969 4,006 5104 5264| 5638 5276] 539%| 4,918
7 Wheat 5688 6412| 1,056 1,613 1,728/ 1,715( 1,471 27108( 1,118 1056 1613| 1728/ 1,715 1471 2108| 11118
8 Comn 7,642 8876| 1,664 2152 2,153 2428 2462 1776 2210| 1664 2152| 2153 2428| 2462| 1,776] 2210
9 Soybeans 5427 7,363 995( 1,036| 1,790( 2,190| 1,201 1,158| 2814| 1336| 1618 1304| 1652 1,738 1,871 2,102
10 Meat products and poultry 6,618/ 7,178| 1,600 1,749 1,852 1,799( 1,880 1684 1815 1612 1725| 1785 1875 1898 1,664| 1,741
11 Vegetables, fruits, nuts, and preparations 7,868| 8082| 1994| 1838| 2123| 1893| 2,039 1,947| 2,203| 1,931 2,001 1,945 1,963 2,028/ 2111 1,980
12 Other agricultural foods, feeds, and beverages 7567 7332 1912 1802 1,923 1,781 1,798 1,740( 2,013| 1921 1778| 1,888 1,832| 1812 1,729] 1,959
13 Nonagricultural (fish, distilled b ges, etc.) 4,440 4,312 965 1,438 997 1,010 968 1,269| 1,065| 1,143| 1,115/ 1,128| 1,031 1135 973 1,173
14 Fish and shellfish 3390 3111 692 1172 696 750 686 964 711 869 850 827 772 852 668 819
15 Industrial supplies and materials 146,375| 147,660 38,133 36,179| 35908| 36,981| 38,223| 35440| 37,016 37,465| 36,523| 36,504| 36,687| 37,792| 35731| 37,450
16 Agricultural 10,897 10,009 2,562 1,943 2977 3302| 2181 1,768| 2,758| 2,589 2447| 2918| 2,843] 2,298| 2,200 2,668
17 Raw cotton 3,717 2,744 909 371 974 1,373 444 244 683 893 669 1,042 1,055 479 466 744
18 Tobacco, unmanufactured 1391 1361 324 213 433 408 311 215 427 260 356 405 345 266 360 390
19 Hides and skins, including furskins 1,762 1,695 447 447 402 408 464 421 402 445 444 427 391 460 417 427
20 Other agricultural industrial SUPPlIES ..........ccoeerviviinrriiinnniiseniinsiines 4,027 4,209 882 912 1,168 1,113 962 888 1,246 991 978 1,044 1,052 1,093 957( 1,107
21 Nonagricultural 135,478| 137,651| 35571| 34,236 32,931| 33,679| 36,042 33,672| 34,258( 34,876| 34,076| 33,586| 33,844| 35494| 33531| 34,782
22 Energy products 13,771 15401| 3,416 3,343| 3,735 3,712 3464 3,824| 4401| 3423| 3289 3727 3771 3467 3,774 4389
23 Fuels and lubricants ** 13673| 15285 3395 3315 3711| 3,687 3437| 3,787| 4,374 3,402 3,261| 3,703| 3,745 3,440| 3737| 4,363
24 Coal and related fuels 4294 4,434 1,082 1173| 1138 1,043| 1,142| 1,121| 1128 1,088 1,119 1,131 1,101 1,146/ 1,071 1116
25 Petroleum and products 8,097 9496| 2,031 1842 2269 2395 1924 2291 2886 2031 1842| 2269 2395| 1924 2291| 2,886
26 Paper and paper base stocks 14,487| 12,473| 3,839 3,928| 3348| 3,231| 3,088 3,053| 3,121| 3,755 3,843| 3,502| 3,233| 3,008 2,997 3,235
27 Textile supplies and related materials ...........c...oooiimriiineriiiinniinnas 9,285 9,548| 2,413| 2,272 2,304 2,233 2448 2395 2472 2344 2314| 2311 2259| 2374| 2440| 2475
28 Chemicals, excluding medicinals 42,986| 42,386 11,203| 10,824| 10,504| 10,641| 10,884| 10,291| 10,570 10,967| 10,841 10,728| 10,635 10,716/ 10,291( 10,744
29 Building materials, except metals 9,061 9241 2472| 2182 2,159 2,168 2,324 2,302 2447 2329 2207| 2218 2220| 2200 2334| 2487
30 Other nonmetals 13410 15234| 3398| 3313| 3,388 3,733| 3,795 3,774| 3,932| 3,324| 3,296 3,490 3,696 3733 3,755 4,050
31 Metals and nc llic products 32,478| 33368| 8830| 82374| 7493| 7961 10,059 8033 7315| 8734 8286 7,610/ 8,030( 9,996 7,940 7,402
32 Steelmaking materials 2,746 2111 803 695 576 518 566 566 461 747 675 607 548 529 550 484
33 Iron and steel products 5828| 5438| 1364 1,714 1542 1442( 1400 1315( 1281 1363 1731| 1537 1443| 1400( 12313| 1,282
34 Nonferrous metals 14,601 15433 4,299| 3,597| 3,058 3,573| 5417 3521 2,922| 4329 3490 3,093 3622 5457 3417 2,937
35 Nonmonetary gold 5121| 6939 1934 845 936 1577 3127 1,308 927| 1,933 845 937 1,577 3127 1,308 927
36 Other precious metals 1595| 1,448 272 614 336 273 438 436 301 212 611 339 275 440 433 300
37 Other nonferrous metals 7,885 7,046 2,093| 2,138 1,786 1,723 1,852 1,777( 1694 2124 2,034| 1817 1,770| 1,890 1,676] 1,710
38 Other metals and nonmetallic Products ...........cccccovecievievsessssssssssens 9,303| 10,386| 2,364| 2,368| 2,317| 2428| 2,676| 2,631| 2,651| 2,295| 2,390| 2,373| 2,417 2,610 2,660 2,699
39 Capital goods, except automotive 233,776| 252,918 58,216| 57,919| 63,250| 62,130| 63,114| 59,864| 67,810| 58,045| 59,064| 62,295| 62,043| 62,996| 61,077 66,802
40 Machinery, except consumer-type 205,906| 219,990| 50,015| 51,668| 56,405| 54,922| 54,185| 52,810| 58,073| 49,867| 52,749| 55529| 54,799 54,090 53,950 57,151
41 Electric generating machinery, electric apparatus, and parts 24,039| 5764| 5886| 5986| 5824| 5856 50956/ 6403| 5685 5926/ 6,015 5812 5787 6,025 6,415
42 Nonelectric, including parts and attachments ... 195,951| 44,251 45,782 50,419( 49,098 48,329| 46,854 51,670| 44,182| 46,823| 49,514| 48,987| 48,303 47,925| 50,736
43 Qil drilling, mining, and construction machinery 12,646| 2,924 2,882 2,877 2963| 37221| 3,117 3,345| 2,849| 2914 2898 2987 3,145 3,147| 3,367
44 Industrial engines, pumps, and compressors 10,235 2,505 2,427 2,786 2,507 2472 2460 2796| 2505 2427\ 2786 2507| 2472 2460| 2,796
45 Machine tools and metalworking machinery . 5813| 1,337| 1310 1474] 1341| 1553 1452 1467 1337( 1310 1474 1341| 1553| 1452| 1467
46 Measuring, testing, and control instruments .. 9,774 2,263 2,230 2,296 2,442\ 2422 2378 2532| 2207| 2309 2285 2429 2,365 2459| 2521
47 Other industrial, agricultural, and service industry machinery .. 40,082 9,284 9219| 9874 9,861| 10,189 9,751| 10,281| 9,019 9,368 9,887| 9,984 9,891 9,927 10,280
48 Computers, peripherals, and parts ... 39,654| 43,700( 9,088| 9,719| 11,617| 11,550| 10,428 10,141| 11,581 9,383| 10,327 10,873| 11,346 10,795 10,734 10,825
49 Semiconductors 34,153| 35688| 8196| 8941| 9520/ 9336| 8707 8385/ 97260/ 8216 8928/ 9416 9373 8,728 8421 9,166
50 Telecommunications equipment 20,247| 20,339| 4,834| 5130| 5666 4,700| 4,967 4,895| 5777| 4,839 5205\ 5638 4,692 4,966 4,942 5739
51 Other office and business machines 2,719 2,922 678 667 741 713 704 733 72 669 689 717 725 695 756 746
52 Scientific, hospital, and medical equipment and parts .......c........ | 13,073 14,752 3,142 3,257| 3568 3,685 3,666 3542 3,859 3,158 3346 3540 3603 3693 3627 3829
53 Civilian aircraft, engines, parts 26,129| 30,846| 7,761| 5808| 6,352| 6,590| 8,361 6,610| 9,285| 7,738| 5872| 6,273| 6,626] 8338/ 6,683 9,199
54 Civilian aircraft, complete, all types ... | 12,861 15,673|  4,460| 2,439| 2,793| 2,874| 4,735| 2,964| 5100| 4,460 2,439| 2,793| 2,874| 4,735 2,964| 5,100
55 Other transportation equipment 1,741 2,082 440 443 493 618 568 444 452 440 443 493 618 568 444 452
56 Automotive vehicles, engines, and parts 61,827| 64,460 16,296| 13,564 15,681| 15,879| 17,035 14,626 16,920| 14,895 15516| 15495 15476| 15738 16,700 16,546
57 To Canada 34,043| 34357\ 9,130| 7176| 8502| 8503| 9645 7,745 8464| 8090( 8321 8552 8,288 8,651 9,074 8344
58 Passenger cars, new and used 7,303] 7,840| 2,162| 1,234 1,814 1840( 2310/ 1602( 2088 1,753| 1620| 1816 1,784| 1921| 2,066| 2,069
59 Trucks, buses, and special purpose VENICIES ..........covvrereriirirnerinins 4978 5142 1349 1,105| 1270 1,182| 1423| 1,181| 1,356 1,196| 1,261 1,231| 1,221 1,281 1,340( 1,300
60 Engines and engine parts 3595 3,550 922 792 935 945 992 806 807 846 888 935 925 918 922 785
61 Other parts and accessories 18,167 17,825| 4,697 4,045 4,483 4536| 4,920 4,156| 4,213| 4,295| 4,552| 4,570| 4,358] 4531 4,746 4,190
62 To other areas 27,784| 30,103| 7,166| 6,388 7,179| 7,376| 7,390 6,881| 8,456| 6,805| 7,195| 6,943| 7,188 7,087 7,626 8,202
63 Passenger cars, new and used 9,429| 9,138| 2415/ 2,025 2,625 2675 2,165/ 1895 2403| 2,185| 2,692 2348 2515 1,985 2504| 2,134
64 Trucks, buses, and special purpose VENICIES ..........coovrveriirirerinins 2,752| 3,868 677 660 715 852 979 814 1,223 674 665 721 858 981 815 1,214
65 Engines and engine parts 2,240 2,376 591 549 533 523 573 544 736 572 570 537 518 553 561 744
66 Other parts and accessories 13363| 14,721| 3483| 3,154| 3306| 3,326| 3,673| 3,628| 4,094| 3,374 3268| 3,337 3,297 3568/ 3,746 4,110
67 Consumer goods (nonfood), except aUtOMOLIVE ............ccuvviveerivereniiirnies 64,425 70,160| 16,167( 16,070 16,761| 16,681 17,611 17,207| 18,661| 16,160 16,096| 16,446| 16,939| 17,610| 17,267| 18,344
68 Consumer nondurable goods, manufactured 31,471| 34,096 7,722 8201 8255/ 8131| 8551| 8582 8832 70807 7998 8116/ 8380 8,635 8378 8,703
69 Medical, dental, and pharmaceutical preparations,
including vitamins 7376 8011| 1,789| 1863| 2033| 1982| 2,084 1914| 2,031| 1,788 1,858 2,035 1,977 2,079 1,917 2,038
70 Consumer durable goods, manufactured ... 30,250 33,168 7,713| 7,259| 7,835| 7,853| 8,251| 8,004 9,060 7,628 7,474 7657 7,872 8173 8254 83869
71 Household and kitchen appliances and of g . 12,108 13891 3,067 2962 3,043 3401 3521| 3,381| 3,588 3,017| 3,049 3,028 3340 3469| 3507| 3575
72 Unmanufactured consumer goods (gem stones, nursery stock) ... 2,704| 2,896 732 610 671 697 809 621 769 725 624 673 687 802 635 772
73 Exports, n.e.c. 19,004| 20,978 4,595| 4,358| 5410\ 4,798| 5237 5537| 5406| 4,469 4444 5368 4,896 5097 5627 5358

See footnotes on page 55.
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Table 2.—U.S. Trade in Goods—Continued
[Millions of dollars]
Not seasonally adjusted Seasonally adjusted
Line 1995 | 1996P 1995 1996 1995 1996
Il 1] v Il lnr VP Il 1] v " I i \A4
C | Trade in goods, by principal end-use category, adjusted to balance of
payments basis, excluding military—Continued:
74 | Imports of goods, balance of payments basis, excluding military (A-
16) 749,364| 799,343| 190,056| 190,203 191,552| 187,248| 198,889| 204,588| 208,618| 190,910| 187,532| 187,448| 193,159| 200,490| 202,013| 203,681
75 Petroleum and products 7 55,080| 68,297| 14,588| 14,097| 13,489| 13,951| 17,461| 18,027| 18,858| 14,624| 13,988| 13,383| 14,030 17,563 17,952 18,752
76 Nonpetroleum products 694,284| 731,046| 175,468| 176,106 178,063 173,297 181,428| 186,561 | 189,760| 176,286| 173,544| 174,065( 179,129| 182,927| 184,061| 184,929
77 Foods, feeds, and beverages 33,176] 35704| 8204| 8053| 8446| 8490| 8987 8791 9436| 8202 8248/ 8196 8576/ 8,994 8969 9,165
78 Agricultural 24,085| 26/473| 6,031| 5636/ 6,003| 6459 6839 6347 6828| 5957 5922 5949 6,330( 6,750 6,627| 6,766
79 Coffee, cocoa, and sugar 4,078 4116 939| 1,008 900| 1,172 968 1,068 908 939 1,008 900 1,172 968| 1,068 908
80 Green coffee 2,986 2491 754 634 686 712 599 561 619 754 634 686 712 599 561 619
81 Meat products and poultry 3929] 3770| 1,032 912 908 944 927 970 929 1,032 912 908 944 927 970 929
82 Vegetables, fruits, nuts, and preparations ... 6,465 7,389| 1,714| 1,298 1,467 1991 2182 1460( 1756| 1631| 1636| 1589 1615 2068 1811] 1,895
83 Wine and related products 2,368 2,795 577 604 722 522 719 745 809 562 594 635 652 707 722 714
84 Other agricultural foods, feeds, and beverages .............cuieeniiene. 7,245| 8403| 1,768 1,813 2,007 1,829 2,042 2,104 2428 1,794 1772| 1916 1947| 2,080 2,056| 2320
85 Nonagricultural (fish, distilled b ges, etc) 9,091 9231 2,173| 2417 2443| 2,031 2,148 2444 2608 2245 2326 2247 2246| 2244 2342| 2,399
86 Fish and shellfish 6,735/ 6,665 1588| 1,800| 1,820| 1463| 1,553| 1,736| 1,913| 1,622 1,729| 1,720 1,597 1,603| 1,656 1,809
87 Whiskey and other alcoholic beverages ... 1,845 2,048 418 493 518 443 464 575 566 456 473 421 523 511 554 460
88 Industrial supplies and materials 183,818 204,383 49,522| 45,250| 44,497| 46,678| 53,390| 52,142| 52,173| 49,019| 45351| 44,691| 46,830 53,016/ 52,242 52,295
89 Agricultural 5572 6460 1488 1370( 1,354 1602( 1612 1720( 1526| 1475 1408| 1360| 1567 1594| 1,765 1,534
90 Nonagricultural products 178,246( 197,923 48,034| 43,880 43,143| 45,076| 51,778 50,422| 50,647| 47,544| 43,943| 43,331| 45263 51,422| 50,477( 50,761
91 Energy products 61,093 75297| 16,084| 15587 15079| 15642| 19,154| 19,802| 20,699| 16,178| 15580| 14,903| 15599 19,323| 19,859| 20,516
92 Fuels and lubricants 7 1* 60,151| 74,303| 15831| 15325 14,890| 15437| 18930| 19,505| 20431| 15926 15317| 14,714| 15394| 19,098| 19,562| 20,249
93 Paper and paper base stocks 12,880 10,883 3239 3329 3445 3070| 2,586 2,606 2,621 3,245 3,310/ 3,407| 3,113] 259%| 259| 2580
94 Textile supplies and related materials ...........c...oooiimriiineriiiinniinnas 8,615 8840| 2,264 2,135 2,033 2,014 2227 2277( 2322 2179 2110| 2,093 2072| 2157 2232| 2379
95 Chemicals, excluding medicinals 25552 26,881 6,690 6,198 6,097 6,950( 6,872 6445 6,614/ 6541 6399 6,267 6,751 6,755/ 6,611 6,764
96 Building materials, except metals 12,716 14,939| 3,246\ 3,248| 3,155| 3,116| 3,698 4,191 3,934| 3,115 3,180 3,243| 3,233| 3,568 4,098 4,040
97 Other nonmetals 12,503 13,347( 3,180 3245/ 3176 3141 3,363 3458 3,385 3,118/ 3,202 3,190| 3,247 3,310| 3,405/ 3,385
98 Metals and nc llic products 44,887| 47,736 13,331| 10,138| 10,158 11,143| 13,878 11,643| 11,072 13,168| 10,162 10,228| 11,248( 13,713| 11,678 11,097
99 Steelmaking materials 2,958| 3,047 701 822 822 735 835 742 735 668 781 813 832 79 703 718
100 Iron and steel products 16,175 17,210| 4,336 3,865 3,679 3,885 4,204 4571| 4550| 4,251 3914| 3;718| 3872| 4112| 4,622 4,604
101 Nonferrous metals 20,262 21,651 6,828( 4,109 4325 5125 7,382 4,821| 4323| 6,824| 4,114] 4343] 5132 7,385 4,834 4,300
102 Nonmonetary gold 5292| 7,749| 2,704 631 858 1,692 3,653 1,545 859| 2,704 631 858 1,692 3,653 1,545 859
103 Other precious metals 2,516| 2,488 686 644 611 588 607 575 718 684 646 614 590 607 577 714
104 Bauxite and aluminum 6,218 5062| 1,870 1,335 1,260/ 1,289( 1,395 1,180 1,198 1,870( 12338 1266 1292| 1397 1,185 1,188
105 Other nonferrous metals 6,236 6,352| 1,568 1,499 1,596 1556 1,727 1521 1548 1566 1499| 1,605 1558| 1,728/ 1,527| 1,539
106 Other metallic and nonmetallic products ............cccccevmeviineriiiinnies 5492| 5828| 1466 1342 1,332 1398 1457 1509( 1464| 1425 1353| 1354 1412| 1422 1519| 1475
107 Capital goods, except automotive 221,431| 228,959 54,716| 56,959| 59,630| 56,510| 56,081| 56,972| 59,396| 54,922| 56,655| 57,990| 58,528| 56,564| 56,413| 57,454
108 Machinery, except consumer-type 208,939| 214,392| 51,409| 53949| 56,590| 53,186| 52,400| 53,261| 55545| 51,615| 53,644| 54,950| 55,204| 52,883| 52,702| 53,603
109 Electric generating machinery, electric apparatus and parts 24,150 24,773 6,075( 6,213| 6,184 5824| 6,009 6,382| 6,558| 5989 6,201| 6,119] 6,025| 5963| 6,337 6,448
110 Nonelectric, including parts and attachments ... 184,789 189,619 45,334| 47,736 50,406| 47,362| 46,391| 46,879| 48,987 45,626| 47,443| 48,831| 49,179( 46,920| 46,365 47,155
111 Oil drilling, mining, and construction machinery 5481 5642| 1593| 1247( 1,152 1395( 1,496 12334 1417 1467 1300| 1250( 12362| 1372 1368| 1,540
112 Industrial engines, pumps, and compressors 6,175| 6,268 1595/ 1545 1,549 1561 1592 1571 1544 1552 1551| 1567 1589| 1553| 1568| 1,558
113 Machine tools and metalworking machinery . 6,644 7489 1818 1,659 1,698 1,799( 1,886 1,883 1921 1817 1670| 1,703 1,803| 1,887 1,881 1,918
114 Measuring, testing, and control instruments .. 5601 5956| 1426 1416 1,453 1422 1444 1528 1562 1439 14201 1421 1444| 1465 1522| 1,525
115 Other industrial, agricultural, and service industry machinery .. 36,708 37,678 9,747| 9,076| 8952| 9,368 9,593| 9,250| 9,467 9,411 9,243 9,089| 9431 9311 9357 9579
116 Computers, peripherals, and parts . .| 56,276 61511 12,920 14,851| 16,576 14,606| 14,553| 15,694| 16,658| 13,409| 14,612 15472| 15577 15,157| 15,387 15,390
117 Semiconductors 39,043| 36,713| 9,222| 10,505| 11,482 10533| 9,138/ 8506/ 8536| 9,324 10,388 11,157| 10,938 9,256/ 8,360| 8,159
118 Telecommunications equipment 15332| 14,345/ 3683 30882 4,019 3330 3348 3555 4,112 3,828 3,783| 3,749| 3531] 3509| 3462| 3,843
119 Other office and business machines 6,861 6,797 1,688 1,828 1,723| 1688 1593 1686 1830 1,716 1,784| 1701 1,728| 1,629 1,640| 1,800
120 Scientific, hospital, and medical equipment and parts .............c...... 6,668 7,220 1,642 1727 1,802 1,660( 1,748 1872( 1940 1663 1692| 1722 1776| 1,781 1,820| 1,843
121 Transportation equipment, €Xcept aUtOMOLIVE ........c...veereevniveirniniiins 12,492 14567 3,307( 3,010( 3,040( 3324/ 3681 3,711| 3851| 3,307| 3,011| 3,040| 3324 3681 3,711 3,851
122 Civilian aircraft, engines, parts 10,709 12,627 2,815( 2594 2649 2,749| 3,181 3276| 3421| 2815 2594| 2,649| 2,749 3181 3276 3421
123 Civilian aircraft, complete, all tyPes ........ccccwvvveerererrvevsserinieerienins 3590| 3,886 978 754 893 932| 1,012 951 991 978 754 893 932| 1,012 951 991
124 Automotive vehicles, engines, and parts 124,773| 130,085 32,892 28479| 31,166 31,287| 33,752| 31,185| 33,861| 31,897| 30,438| 29,820| 31,240| 32,765| 33,919| 32,161
125 From Canada 45361| 47,064 11,798| 9,794| 11,923| 11,357| 13,201| 11,302| 11,204 10,944| 10,752 11,461| 11,391| 12,266 12,831| 10,576
126 Passenger cars, new and used 24898 25291| 6521 5271 6621 6,113| 7,284 6,101| 5793| 5966| 5659| 6,258| 6,400 6,669 6,836 5,386
127 Trucks, buses, and special purpose Vehicles ...........ccuriiiinniinnes 9,011 8834 2337| 1988 2313 2113 2436| 2096 2189 2221| 2232| 2216| 2053| 2322| 2416| 2,043
128 Engines and engine parts 1,816| 2540 469 381 455 649 684 581 626 429 445 475 574 626 703 637
129 Other parts and accessories 9,636| 10,399| 2,471| 2,154 2,534 2482 2,797 2524 2596 2328 2416| 2512 2364| 2,649 2876] 2510
130 From other areas 79,412| 83,021| 21,094| 18,685 19,243| 19,930| 20,551| 19,883| 22,657| 20,953| 19,686| 18,359 19,849| 20,499 21,088 21,585
131 Passenger cars, new and used 39,904| 41,749| 10,791| 9,180| 9,801 9,806] 9983 9,764| 12196| 10868/ 9,885 8,882 9,894 10,131| 10,594| 11,130
132 Trucks, buses, and special purpose VENICIES .........c.covrevereririrnerinins 3,815 4,815 952 953 995 1,054| 1,190( 1,292| 1,279 971 965 959 1,049| 1210( 1,327| 1,229
133 Engines and engine parts 8,900 9,209| 2,384 2,119 2,045 2,327( 2422 2150( 2310 2327 2198| 2,055 2281| 2368 2240| 2,320
134 Other parts and accessories 26,793| 27,248| 6,967| 6433| 6,402| 6,743| 6956 6677| 6872| 6,787| 6,638 6,463 6,625 6,790 6,927| 6,906
135 Consumer goods (nonfood), except automotive . 160,010{ 171,118 38,195 44,923| 40,711| 37,378| 39,254| 48,332 46,154| 40,392| 40,315 39,646| 41,016 41,751| 43275| 45,076
136 Consumer nondurable goods, manufactured . 75,397| 80,789 18,059| 21,723| 17,963| 18,244| 18,463| 23,064| 21,018 19,049| 19,057 18,590| 19,334 19,599 20,139 21,717
137 Textile apparel and household goods, except rugs .. 37,783| 39,611| 8,765| 11,433| 8,644| 8,729| 8,621 12,024| 10,237| 9,637 9,499| 9,126/ 9,303| 9,584 9,925 10,799
138 Footwear of leather, rubber, and other materials .. 9,348 9,769| 2,291| 2,636 2,188 2,272 2213| 2,733| 2551| 2356| 2,325| 2331| 2373| 2284| 2398 2,714
139 Consumer durable goods, manufactured ....... 76,501 81,595 18,350( 21,018 20,714| 16,916 18,814| 22,956| 22,909 19,435| 19,158| 18,997| 19,523| 20,046| 20,909| 21,117
140 Household and kitchen appliances and other household goods .. 27,866 31,170/ 6,981 7,664/ 6952 6,695 77373 8831 8271 7,023 7051 6925 72391 7453| 8077| 8249
141 Toys, shooting, and sporting goods, including bicycles .| 13944( 15429 2945 4,098| 4,201| 2932| 3,236| 4,534| 4,727\ 3,402 3527 3576 3,739 3,775 3,884 4,031
142 Television and video receivers 9,819] 10,005 2,304 2,701 2,670 1,947( 2,218 2973 2,867 2553 2412| 2294 2348| 2499 2,682| 2476
143 Radio and stereo equipment, including records, tapes, and disks ..... 9,153 87382 2156 2666 2387 1653 1937 2471 2321 2330| 2332 2140| 2003| 2117| 2176| 2,086
144 Unmanufactured consumer goods (gemstones, nursery stock) .............. 8,112 8734| 1,786 2,182 2,034 2,218 1977 2312( 2227 1908 2100| 2,059 2159| 2106 2227| 2242
145 Imports, n.e.c., and U.S. goods returned ... .| 26156 29,094 6527 6539 7102 6905 7425 7166 7598 6478 6525 7,105 6969 7400 7,195 7530
146 U.S. goods returned 16,406 18,574| 4,033( 4,120 4558 4,354| 4,692 4,605 4,923| 4,011| 4,102| 4,608 4,360 4,694 4,619 4,901
147 Other products, including balance of payments adjustments not in-
cluded above (minimum value shipments and miscellaneous im-
ports) 9,750| 10,520| 2,494| 2,419 2,544 2551 2,733 2561 2675 2467 2423| 2497 2609| 2706 2576| 2,629

See footnotes on page 55.



48

o April1997

SURVEY OF CURRENT BUSINESS

Table 3.—Private Service Transactions
[Millions of dollars]

Not seasonally adjusted

Seasonally adjusted

Line 1995 1996 P 1995 1996 1995 1996
| Il I} \% | ] i VP | Il 1] \% I I i \A4
1 | Exports of private Services ..........crrrenens 196,411 209,291| 45,676 46,956| 54,066 49,712| 50,140 50,905 55,765 52,481| 47,092| 48,273 50,371| 50,673 51,709 52,196 52,042| 53,342
2 Travel (table 1, line 5) 61,137| 64,499| 13130| 14,736| 18,704| 14,567 14,486 16,052| 18,697| 15,264| 14,762| 14,825 15,682| 15,867 16,205 16,103| 15,653 16,538
3 Passenger fares (table 1, line 6) 18534| 19579| 3912| 4529| 5656| 4,437| 4,470\ 4,813| 5653| 4,643| 4,248| 4,635| 4,815\ 4,836 4,854 4,896 4,799 5,030
4 Other transportation (table 1, line 7) .. 28,063 29,115| 6,661 6,937| 7,175 7,290 6,839 7,274 7,400 7,602( 6,784 6951 7117\ 7211| 6,966| 7,289 7,343| 7516
5 Freight 10,780 11,080 2,436| 2,712| 2,736| 2,896 2,585 2,763 2,822 2910( 2459 2689 2,747| 2,885 2,608| 2,741 2.833| 2,897
6 Po